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PREFACE 


This study was made possible by a private benefaction to the Research 
Fund of Lincoln College, Oxford. We were thus enabled to visit the Feder- 
ation and to collect the material on which the study is based. We should like 
to express our gratitude to both the benefactor and the College for their 
generosity and encouragement. 

We are also most grateful to a large number of people, both in this 
country and in the Federation, for information, criticism and assistance. 
Our stay in Central Africa was comparatively short, and we cannot claim an 
extensive first-hand knowledge of the economic problems of the area; but 
many individuals there—officials, business men, university teachers, and 
others—went out of their way to supply us with information, and to discuss 
the problems which we were concerned with. Some of them, and also a 
number of colleagues in this country, have read and commented upon earlier 
drafts of chapters, and as a result we have been able to make a great many 
corrections and improvements. The full list of our obligations would be very 
long, and we therefore hope that those concerned will be content with this 
collective expression of our gratitude. 

One acknowledgement, however, must be made in more specific terms, 
though it can only be expressed impersonally. We are particularly grateful 
for the advice and information which we have received from officials of all 
four governments in Central Africa, both Federal and territorial. They 
answered all our questions with great patience and thoroughness; they 
supplied us, often at considerable personal inconvenience, with data and 
estimates, many of which were previously unpublished; and earlier drafts 
have been much improved by criticisms and suggestions which some of them 
have made. In no case was information withheld from us, and we were given 
all the information and assistance that we asked for. Once again the full list 
of obligations would be long, but we would like particularly to express our 
thanks to officials of the Federal Treasury and Ministry of Economic Affairs, 
and of the Office of the Federal High Commissioner in London. 

The usual disclaimer is especially needed here. None of those referred 
to can be held responsible for the conclusions we have arrived at or the views 
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we have put forward; indeed, there have been many instances in which we 
have persisted in judgments or interpretations or forms of wording in spite of 
criticisms and disagreement. We are jointly responsible for all opinions 
expressed, and for any errors and omissions which may have been made 
despite the efforts of those whose help we have acknowledged. 


Oxford University Institute of Statistics A.H. 
Lincoln College, Oxford P.D.H. 
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I 
THE ECONOMIES OF THE FEDERATION 


The economic effects on Nyasaland of its federation with the Rhodesias 
cannot be understood by examining the Nyasaland economy alone. The 
effects arise from the economic situation in the Federal area as a whole, the 
constituent territories of which differ widely in their economic characteristics. 
It is necessary, therefore, to begin an inquiry into the economic effects of 
federation on Nyasaland by setting out the salient features of the Federal 
economy, emphasising the differences between the three territories. 


1. Area and Population 

The population of the Federation reached 8 million at the end of 1959.1 
At the time of the last census, in 1956, there were 247,000 Europeans and 
30,000 other non-Africans. The African population at that time was estimated 
to be 7,110,000.” There were therefore 26 Africans to every non-African and 
29 Africans to every European. But the composition of the population is 
very different in each of the territories. The African population of Nyasaland 
is larger than that of either of the Rhodesias, while the non-African popula- 
tion is far smaller. In 1956 there were 14 Africans to every European in 
Southern Rhodesia, and 32 in Northern Rhodesia. In Nyasaland there were 367. 
Moreover, many of the Europeans living in Nyasaland are colonial govern- 
ment officials who do not regard themselves as Nyasalanders. Most of the 
Europeans engaged in agriculture do not farm on their own account but are 
employed by companies as estate managers. The ratio of true ‘ settlers ’ to 
Africans is very low indeed. 


TABLE I 
Population in 1956 (Thousands) 
Federation S. Rhodesia WN. Rhodesia Nyasaland 


Africans... mee aus 7,110 2,420 2,110 2,580 
Europeans ae ar 247 176 65 7 
Other non-Africans We 30 13 7 10 
Total on ie a 7,387 2,609 2,182 2,597 


The Federation has a total area of 475,000 square miles. Southern 
Rhodesia covers 150,000 square miles. Northern Rhodesia, with an area of 
288,000 square miles, accounts for more than half the total, while Nyasaland, 
with 37,000 square miles (about three-quarters the size of England), is by far 
the smallest of the three territories in terms of area. The Federal area in 
general, therefore, is sparsely populated. The average density at the time of 
the census was no more than 16 per square mile. In Southern Rhodesia the 
average density was 17, and in Northern Rhodesia only 8; in Nyasaland it 

Rites te oar ecianed FA eeanien ‘ke ths same time there was a 


count of African employees based on returns submitted by employers, but there are only 
estimates for the size of the total African population. 
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was 70. In parts of Nyasaland the density is more than 300. The population 
of Nyasaland is heavily concentrated in the south. The 1945 census (the 
last to include Africans) showed about half the total population to be in the 
Southern Province. Population density decreases as one moves northwards, 
and large tracts of the north are virtually uninhabited. But there are parts 
of the country, particularly in the southern highlands, where given the quality 
of the land and the present standard of agricultural practice, there is definite 


overpopulation. 
pt TaBLe II 
European Immigration 1953-1959 (Thousands) 
Federation S. Rhodesia N. Rhodesia Nyasaland 
17 10 6 — 


1953 

1954 16 9 — 
1955 20 13 6 — 
1956 26 17 8 — 
1957 24 16 6 a 
1958 16 12 4 — 
1959 He soe a 12 8 + — 
1953-59... Bue Aon 131 85 40 A 
De facto European 

ulation: 

1953 (mid-year) ... ae 211 157 49 5 
1959 (end-year) ... Hee 302 218 75 9 


Note. Territory of initial destination of persons accepted as immigrants in terms of the 
Immigration Act of 1954. The immigration figures are gross, and take no account of emigra- 
ita = less than 1. 

1959 immigration partly estimated. 

Source: Monthly Digest of Statistics, Jan. 1960. 

Since federation the European population has increased rapidly by 
immigration. In the six years 1953-59 there were 130,000 European immi- 
grants, a number which is more than half the total European population 
recorded in the 1956 census. Two-thirds of the immigrants went to Southern 
Rhodesia. The rate of immigration increased to a peak in 1956, but then 
declined in the following years, so that in 1959 there were fewer immigrants 
than in any previous years. The decline in the rate of immigration was 
coincident with, and no doubt partly in response to, the ending of a period of 
rapid economic growth. 


2. National Income and Economic Structure 

In terms of national product, Southern Rhodesia is the richest of the 
territories and Nyasaland by far the poorest. In 1958 Southern Rhodesia 
contributed 56 per cent of the Federation’s gross domestic product, Northern 
Rhodesia 32 per cent, and Nyasaland 12 per cent. Per head of population 
gross domestic product amounted to £85 in Southern Rhodesia, £60 in 
Northern Rhodesia, and £19 in Nyasaland. Wage and salary earnings for 
non-Africans averaged {£995 in Southern Rhodesia, £1,273 in Northern 
Rhodesia, and £889 in Nyasaland. For Africans the corresponding figures 
are £80, £99, and £46.? 


* Northern Rhodesia’s share was exceptionally low in 1958. In 1955 and 1956 Northern 
Rhodesia had contributed 42 per cent of Federal gross domestic product. 
* Monthly Digest national income supplement, Table 16. 
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TaBLe III 
Domestic Product 1958 (£mn.) 


; Federation S. Rhodesia N. Rhodesia Nyasaland 
Non-African perso 


income ... oAe So0 164.0 1B be 45.6 6.9 
African money income ... 97.5 55.1 28.4 14.0 
African subsistence income 70.0 21.6 21.8 26.6 
Govt.income from property 9.6 6.1 3.3 0.2 
Profitsxe8..; = ae 61.2 28.5 30.0 2:7 
Net domestic product ... 402.3 222.8 129.1 50.4 


Source: ‘ National Income of the Federation, 1954-1 958,’ Table 15, Federal Monthly 
Digest of Statistics, Vol. VI, No. 3, Supplement. To simplify the table, personal income from 
property has been included in non-African personal income. It is unlikely that any signifi- 
cant distortion has been thereby introduced. 


The economy of the Federation, as of so much of Africa, is a mixture of 
the traditional subsistence economy and of the new, developing money or 
commercial economy. The official estimates show that, for the Federation 
as a whole, less than one-fifth of total domestic output is derived from the 
subsistence economy.! The assessment of the traditional, subsistence sector 
of the economies of underdeveloped countries by the methods of national 
income accounting is notoriously difficult. ‘ The estimates of the subsistence 
income of Africans represent only a very rough approximation to what is 
believed to be the correct order of magnitude ’.2. Nevertheless, the estimates 
may reasonably be used to illustrate the difference between the three terri- 
tories of the Federation in the relative importance of the money economy. 


TaBLE IV 
Source of Net Domestic Output, 1958 (Percentages) 
Federation S. Rhodesia N. Rhodesia Nyasaland 
Money economy ... sey 83 90 83 47 
Subsistence economy ... 17 10 17 53 
Source: Monthly Digest national income supplement, Table 15. 


In the Rhodesias the money economy accounts for as much as five-sixths of 
total output. In Nyasaland it accounts for less than one-half. ‘ The Nyasa- 
lander is still basically a subsistence cultivator ’.® 

The small importance of subsistence production in the total output of the 
Rhodesias does not, however, indicate the extent to which the Africans of 
these territories have been drawn into the money economy. The predomin- 
ance of the money economy in the Rhodesias is primarily the consequence of 


1 Subsistence income, in the official definition, does not entirely exclude monetary trans- 
actions. ‘ Subsistence income is defined as the value of food, fuel and housing consumed 
by the African population in the subsistence economy out of production for its own use and 
usually involving no monetary transactions. Goods and services produced within the 
Native Reserves and Native Purchase Areas are, however, bartered, and, on an increasing 
scale, exchanged for money within the Native Reserves and Native Purchase Areas. The 
total value of monetary transactions cannot at present be estimated and these are included 
in the total of subsistence income.’ (Op cit., p. 15). The characteristic of the subsistence 
economy is that the consumption requirements of the family unit are the primary objective 
of production. A better term would be ‘ indigenous economy ’ or ‘African rural economy ’, 
but we retain the terminology of the official national income accounts. 

*' Loc. ctt. 

® Report on an Economic Survey of Nyasaland, 1958-1959 (Jack Report), C. Fed. 132, 


1959, p. 41 para. 33, See also p. 212 para. 18. 
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the importance of non-African incomes. Subsistence production is, therefore, 
necessarily more important in relation to total African income than it is in rela- 
tion to total product of the territories, which is the result of non-African as well 
as of African economic activity, as a comparison of Tables IV and V indicates. 
But Table V also shows that the differences between the territories in the 
importance of the subsistence sector, although still substantial, are far 
smaller when subsistence income is compared with total African income than 
when it is compared with total territorial income. However, the figures of 
Table V still fail to show the extent to which the African population native 
to each territory has been drawn away from the subsistence sector into the 
money economy. They fail to do so for the reason that the figures of money 


TABLE V 
Source of African Income, 1958 (Percentages) 
Federation S. Rhodesia N. Rhodesia Nyasaland 
57 


Money income  ... bey 58 72 35 
Subsistence income te 42 28 43 65 


Note. Income received from migrant workers outside the territory not included. 


income refer to income of Africans im the territory, whether or not they 
are natives of the territory or are migrants from elsewhere. And migrant 
labour plays an important part in the economy of the Federation. 

It is not possible to go any further by means of income statistics in assess- 
ing the extent to which the money economy has encroached upon the tradi- 
tional economy of each territory. Something can be done with employment 
statistics to show the extent to which Africans have been drawn into wage 
employment. ‘Table VI summarises the information on Africans in employ- 

TaBLE VI 
Africans in Employment, 1956 (Thousands) 


Employed in: 
‘ah Federation S. Rhodesia  N. Rhodesia Nyasaland 
Originating from: 


S. Rhodesia... eek 302 300 2 — 
N. Rhodesia _... ae 260 42 218 — 
Nyasaland RAs ae 309 133 21 155 
Elsewhere? aN Ree 166 135 22 9 

Total ... aug ae 1,037 610 263 164 


1 Mainly Portuguese Africa. 


ment obtained in the 1956 census.! Africans in employment in each territory 
as a percentage of the de facto* population of the territory were therefore: 


S. Rhodesia N. Rhodesia Nyasaland 
26.6 12.5 6.4 


But these figures do not indicate the extent to which the African population 
of each territory has been drawn into wage employment, for Table VI shows 


} The number engaged in wage employment at one time or another is much 
: eater than 
the number employed at any one time, because the system of migrant isbooe: not only 
between territories but within any one territory between the subsistence and money 
ae involves a very high turnover of labour. 
fhe de facto population consists of all those in the territory at the time of th 
or estimate, whether or not they are natives or citizens of the it oey, poe ty 
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that half the African labour force of Southern Rhodesia in 1956 came from 
outside that territory, and that there were as many Nyasas working in the 
Rhodesias as there were in Nyasaland itself. Further, each territory employs 
Africans from outside the Federation, and (a fact not shown in Table VI) 
Africans from the Federation are in wage employment outside it, particularly 
in South Africa. When adjustment is made for these migrations, the 
following figures are obtained! as the percentage of the native African 
population of each territory which was in wage employment, whether in 
the territory or elsewhere: 


S. Rhodesia oN. Rhodesia Nyasaland 
14 12 12 


In addition to wage employment of labour, peasant production of cash 
crops is another way in which resources are diverted from the subsistence to 
the money economy. Income from this kind of activity—‘ income from 
unincorporated enterprise ’ in the terminology of the national income accounts 
—1is of very roughly the same importance in relation to subsistence production 
in Nyasaland and in Southern Rhodesia. In Northern Rhodesia it is a rather 
unimportant source of African income.” In relation to total African income, 
however, it is far more important in Nyasaland than in the other territories. 
Even when account is taken of income received as emigrants’ remittances 
from abroad, income from unincorporated enterprises still contributes 


1 The calculation is as follows: 
S. Rhod. WN. Rhod. Nyasa. 


a De facto population ... ee ae a sen 2;420 2,110 2,580 
b minus ‘ foreign’ Africans in employment ... <i 310 45 9 
2,110 2,065 2,571 

c plus ‘ natives’ in employment elsewhere in Feder- 
ee si gevihs ee aaa a oe 2 42 154 

plus ‘ natives’ in employment outside the Feder- 
ation ee es see &: re Ae ? ? 21 
d Total’ native’ population ... fhe. a me 2,112 2,107 2,746 
e ‘Natives’ in employment in territory eo ee 300 218 155 
f ‘Natives’ in employment elsewhere in Federation 2 42 154 
g ‘Natives’ in employment outside Federation... ? ? 21 
h Total ‘ natives ’ in employment Aap oe 35 3 302 260 330 
i (h) as per cent of (d) ... sisi ore 50 ak 14.3 12.3 12.0 


The adequacy of this calculation depends on two main assumptions: (i) that migrant 
workers do aoe cm their families with them; (ii) that no Africans from Southern or North- 
ern Rhodesia are employed outside the Federation. Neither assumption is strictly correct, 
but they are probably not wrong enough to invalidate the general conclusion. The figure for 
the number of Nyasas employed outside the Federation is taken from the Jack Report, 
p. 46. 

2 1958 S. Rhodesia WN. Rhodesia Nyasaland 

i orated enterprise, 
Income from unincorp as P gd a - es 


ETT BE ies as we 
Subsistence income, mn, mtg oF 21,6 21.8 26,6 
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well over one-third of total personal money income of Africans in Nyasa- 
land.} 


TaBLE VII 
Source of African Money Income, 1958 
(Percentages) 
S. Rhodesia N. Rhodesia Nyasaland 
Wages and salaries 90 = 2 


Unincorporated enterprise Si oes 10 
Note. Income from emigrants’ remittances not included. 


The broad conclusion which may be drawn from the data presented above 
appears to be this. The three territories of the Federation do not differ 
greatly in the extent to which Africans have been drawn away from the 
subsistence economy. But from the subsistence economy of Nyasaland they 
have to a large extent moved into the money economy of other territories, 
and, within Nyasaland itself, African participation in the money economy 
through the peasant production of cash crops is relatively much more 
important than it is in the Rhodesias. The subsistence sector remains of 
great importance for large numbers of the African population of Nyasaland. 
It has been guessed that about one-third of the total adult male population 
are mainly participants in the subsistence economy. 

The three territories differ greatly in the lines upon which the money 
economy has developed. Nyasaland is essentially agricultural. The cash 
economy is of both the peasant and the plantation type. Tea is the major 
plantation crop and the leading export of the territory. Tobacco, the second 
in importance as an export crop, and cotton are the main peasant cash crops. 
Manufacturing activity in Nyasaland is largely concerned with the processing 
of the agricultural produce. The money economy of Northern Rhodesia is 
overwhelmingly dominated by the mining industry. No more than 1,500 
Europeans are engaged in agriculture, growing mostly maize and tobacco. 
More than half the European population and more than half the Africans in 
employment are on the copper belt. In contrast with the other territories, 
Southern Rhodesia has a rather diversified money economy. Agriculture is 
the most important productive sector, but there is also a large mining industry, 
and there is an increasingly important manufacturing sector. There are no 
consistent statistics on the industrial origin of the national product of the 
Federation,® but the figures in Table VIII, although they are not all strictly 
comparable, give a correct impression of the relative importance of different 
kinds of economic activity in the three territories. 


1Source of African personal money income in Nyasaland, 1957: 


: {mn. % 
Wages and salaries sibs 7.2 51 
Unincorporated enterprise ... pe 37 
Emigrants’ remittances... 1.7 12 


eee Report, p. 2. 

_* “ Work on the preparation of additional National Income tables including the industrial 
origin of the domestic product and the composition of private éonmbnption expedite is 
at an advanced stage...’ Monthly Digest national income supplement, p. 1, 
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TABLE VIII 
Output of Productive Sectors, 1956 (£mn.) 
S, Rhodesia N. Rhodesia Nyasaland 


Total net domestic money product ae ee 79.8 156.7 19.2 
Net output of mineral industries ce it 16.5 102.8 = 
Net output of manufacturing ar se 268 35.8 6.7 2.5 
Net output of construction, electricity and water 23.4 6.7 AS} 
Gross value of agricultural output: 
(a) monetary sector ... ar: ot Ar 46.4 3 7.6 
(0) subsistence sector ... Pe eo 20.8 20.4 24.8 


Note. Copper smelting is included in ‘ net output of mineral industries ’ and excluded 
from ‘ net output of manufacturing ’. 


Source: Report on the Census of Industrial Production, 1957-58, Central African Statis- 
tical Office, June 1959. ‘ The Gross Value of Agricultural and Pastoral Production in the 
Federation ’, Monthly Digest of Statistics, November 1959, p. iii. 


3. Foreign Trade in the Federal Economy 

Its dependence on foreign trade, and particularly on the exports of the 
Northern Rhodesian mining industry, is a fundamental characteristic of the 
Federal economy. A large proportion of the national product is exported, 
and copper exports account for a large proportion of total exports. The price 
of copper is a major determinant of the economic situation. Recent economic 
changes are mainly the result of the fall in copper prices which began in 
1956. After a relatively small decline during 1956 the price of copper fell 
in 1957 to an average of only 67 per cent of its level in the previous year, and 
in 1958 it was down to 60.per cent of its 1956 level. A recovery in the copper 
price has now set in, and the average price in 1959 was nearly three-quarters 
of its 1956 level, but the consequences of the low prices of 1957 and 1958 
have not fully worked themselves out. 

Before the fall in copper prices, exports regularly amounted to more than 
one-half of total domestic product, and minerals (copper and others) 
accounted for three-quarters of all exports. Agricultural exports, of which 


TABLE IX 
World Price of Copper 
Index: 1954=100 


1948 53 
1951 87 
1952 103 
1953 102 
1954 100 
1955 141 
1956 132 
1957 88 
1958 719 
1959 95 


Source: Commonwealth and Sterling Area Statistical Abstract, No. 79, 1958. Board of 
Trade, December 1959. United Nations, Monthly Bulletin of Statistics, Jan. 1960. 


tobacco is the most important, come far behind minerals in total value and 
in their influence on the economy. The estimated direct contribution of the 
copper industry to domestic product was 30 per cent in 1955 (see Tables 
X-XII). It is true that figures of the value of mineral exports and of the 
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contribution of mining to domestic product give an exaggerated impression 
of the impact of the mining industry on the national income. The mining 
companies are now legally resident in the Federation, but they are still owned 
mainly by non-residents. A significant part of the value of mineral exports 
is therefore remitted abroad in the form of investment income to share- 
holders. Variations in these remittances take up some of the fluctuations in 
the value of mineral exports, thus providing a cushion for the internal economy 
of the Federation. Between 1956 and 1958, for example, the value of copper 


TABLE X 
Composition of Domestic Exports, 1958 ({£mn.) 
Copper ... sot Sac apr ae see sor : 69.8 
Other minerals Hee S85 hee aes 25.0 
Tobacco 27.8 
Tea — Oe ~38 3.0 
Other agricultural products ... 6.5 
Other exports ... a re _61 
Total oe ae ws are Ae saa 138.2 
Note. Gold exports of £6.8mn. included in ‘ other minerals ’. 
TABLE XI 
Exports in the Federal Economy 
1955 1958 
Exports as per cent of net domestic product ... 56 43 (U.K. 1958, 19 per cent) 


Exports as per cent of final expenditure ... sees SH 25 (U.K. 1958, 13 per cent) 
Mineral exports as per cent of net domestic product 42 27 


Mineral exports as per cent of finalexpenditure ... 25 16 
Copper exports as per cent of net domestic product 35 21 
Copper exports as per cent of finalexpenditure ... 21 12 
Mineral exports as per cent of total exports A aaa fe 67 
Copper exports as per cent of total exports sac W62 49 
Copper price index mae os ee «x05 hui. OO 56 
Tobacco exports as per cent of total exports 1 Ee 20 


Note. Exports of commodities including re-exports and gold exports. Final expenditure 
is domestic expenditure at market prices plus exports of goods and services. 

Exports are shown in relation to both net domestic product and final expenditure 
because there is no convenient and adequate single measure of the importance of exports in 
the Federal economy. (In an economy where the import content of exports is high, and 
production unconnected with exports is small, exports could be more than 100 per cent of 
net domestic product. On the other hand, in an economy which produced only for export, 
and whose exports had no import content, the ratio of exports to final expenditure would 
be only 50 per cent.) An estimate of the true contribution of the copper industry to domestic 
product is given in Table XII. 

TABLE XII 
Contribution of the Copper Mining Industry to Domestic Product of the Federation 


; 1954 1955 1956 1957 1958 
Net domestic product, {mn. ... +s wes Shee 2519.5 399.1 34957 soesoerd 
Contribution of copper mining industry,{mn. 76.7 97.2 92.8 52.6 43.8 
Percentage contribution of copper mining 


industry Sas see eos a eye tae 30 26 15 13 
Sources: Net domestic product, Monthly Digest of Statistics national income supplement. 
Subsistence production excluded. Estimated contribution to domestic product of copper 
mining industry, Northern Rhodesia Chamber of Mines Year Book, 1958, p. 26. 
exports fell by £44mn., but payments abroad of investment income from 
Northern Rhodesian mining fell by £24mn., so that more than half the fall 
in the value of exports was balanced by a fall in income payments abroad. 
Nevertheless, the mining industry is a dominating influence on the public 
finances, the balance of payments, and the national income, j 
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TABLE XIII 
Payments Abroad of Northern Rhodesian Mining Income 
Lmn. 1956 1957 1958 


N.R. Mining Income Payments ... 33 wae 33.9 20.3 10.4 
Copper exports aes 114.6 83.7 69.8 


Sources: Trade Report and Monthly Digest national income supplement. 


The fortunes of the copper industry are reflected in the public finances 
only with a lag of a year or more. The fall in the profitability of mining, with 
the fall in copper prices in 1956-7, affected tax revenue for the first time in 
1958. Income tax on companies brought in f1omn. less in that year than in 
1957, the total falling by one-quarter from £41mn. to £31mn., and a further 
decline is certain to be revealed when the 1959 tax figures become available. 
But the estimated contribution of the copper mining industry to total fiscal 
revenue in the Federation was still as high as 20 per cent in 1958.1 

The fall in copper prices brought a swing from surplus to deficit in the 
trade balance and a sharp deterioration in the current account balance of 
payments. External assets, which had been accumulated in the boom years, 
were first drawn down in 1956. In the following year a large withdrawal was 
necessary to balance external payments. In 1958, despite the continued fall 
in exports, the current account balance was somewhat less unfavourable than 
in the previous year. There was the further fall, already noted, of £1omn. 
in income payments abroad. Domestic investment was cut back by £3omn. 
bringing a fall of £{20mn. or about 5 per cent in total domestic expenditure. 
In 1957, in contrast, despite the fall in export earnings, total expenditure had 
risen by £40mn. The consequent reduction in the adverse balance in 1958 
was assisted by a rise in public capital inflow to a level about three times that 
of earlier years. {10mn. was borrowed in London, and {7mn. more than in 
1957 came in from International Bank loans. The withdrawal of reserves 
virtually came to an end. 

TABLE XIV 


Balance of Payments (£mn.) 
1954 1955 1956 1957 1958 


Balance of trade on sors a's - +28 +37 +21 —21 —19 
Current account balance of payments oe Le —11 —30 —69 —55 
Private capital net (+ = inflow) sei cane Kano +17 +23 +25 +27 
Public capital net (+ = inflow) Sn .. «6+ 16 +10 + 5 + 8 +26 
Change in external assets (+ = fall) .. —14 —16 + 2 +36 + 2 
Capital account balance wr Ae .. +11 +11 +30 +69 +55 


Sources: Commonwealth and Sterling Avea Statistical Abstract, No. 79, 1958. Monthly 
Digest of Statistics, Feb. 1957. 
Notes. Balance of trade f.o.b. excluding gold sales. Change in external assets includes 
balancing item of unrecorded transactions. Recorded changes in assets were: 
1954, +£2mn.; 1955, —£8mn.; 1956,+ £5mn.; 1957, +46mn.; 1958, —£2mn. 
The inflow of new capital has been large, rising from £25mn. in 1954 to 
£53mn. in 1958. As a proportion of gross domestic investment, the inflow 


of new capital has never fallen below 20 per cent, and in 1958 it amounted 


to more than 40 per cent. 
1 Northern Rhodesia Chamber of Mines Year Book, 1958, p. 27. 
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TABLE XV 
Import of Capital 

1954 1955 1956 1957 1958 

Re ee eo oecatheeac Gtaege ak ae ze 
Ton ntic ecnueal : see ste = 24 20 21 41 

But the figures of new capital inflow do not bear any close relation to the 
Federation’s ‘ net borrowing abroad’ as measured by the current account 
balance of payments. In 1954 and 1955, when copper prices were still high, 
the balance of payments deficit was far smaller than the inflow of capital, and 
external reserves increased. In 1957, when the full impact of the fall in copper 
prices was felt in the balance of payments, the inflow of capital took care of 
less than half the current account deficit, and external reserves were heavily 
drawn down. Only in 1956 and 1958 was the balance of payments deficit 
roughly equal to the inflow of capital. 


4. Investment and Economic Growth 

Changes in the source of finance for domestic investment reflect the 
dependence of the Federation on the world economy. The use of external 
finance, as measured by the balance of payments deficit, increased enormously 
when copper prices fell, from {11mn. in 1955 to £69mn. in 1957 (see Table 
XIV). As a proportion of gross domestic investment, external finance 
increased from a mere 9 per cent in 1954 and 1955 to 22 per cent in 1956 and 
to as much as 43 per cent in 1957, remaining at that level in 1958. The 
corresponding fall in the contribution of domestic saving to the finance of 
investment similarly reflects the changing fortunes of the Federation’s 
foreign earnings. The fall in domestic savings was mainly in the undis- 
tributed profits of companies, which declined from £37mn. in 1955 to £33mn. 
in 1956, and to {2mn. in 1957 and 1958. Government surpluses also fell 
sharply, though with a lag, being £1omn. smaller in 1958 than in 1957. The 
fall in undistributed profits, it may be presumed, represents a fall in the 
ability of the mining companies to contribute to domestic saving following 
the fall in the copper price. The fall in the government surplus was also a 
direct result of the fall in the price of copper.! When the price of copper and 
export earnings are high, investment can be largely financed from domestic 
saving. When they fall there must be greater reliance on new capital from 
abroad and on the reserves which were accumulated in earlier boom years. 

The rate of investment in the Federal area has been consistently high, at 
around one-third of domestic expenditure (see Table XVII). In the period 
since federation, public authorities’? investment has absorbed the lion’s 
share of the total. At its lowest, in 1955, this share amounted to one-third, 
and at its highest, in 1958, it was almost one-half. The rise in the importance 
of public investment is largely the result of increased expenditure on elec- 
tricity development with the undertaking of the Kariba hydro-electric 


1 See above p. 11. 
* Government, railways, and statutory bodies, 
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scheme. Investment in electricity amounted to as much as 17 per cent of 
total investment in 1958. There has been large investment in urban construc- 
tion, to which about one-fifth of total investment has been devoted. Mining 
investment was also running at around one-fifth of total investment when 
copper prices were high. In 1958, however, it accounted for only 12 per cent 
of the total. These three categories—public authority services, mining, and 
urban building—have absorbed three-quarters of total investment during 
the period 1954-58. 
TABLE XVI 
Finance of Investment ({£mn.) 
1954 1955 1956 1957 1958 


Personal saving one Be ate . 14.4 18.9 23.3 27.9 22.3 
Government saving ... es ae Sexo 24.7 28.5 30.6 20.3 
Corporate saving aes i ek eamest.2 61.1 59.7 she 30.9 
Balance of payments deficit ... ao ne eee 9.7 31.1 67.3 54.8 
Gross domestic investment ... se 2s. 86:5. wdl4.4) §142.6. 156.9. 1283 


Note. Corporate saving=undistributed profits of companies and statutory bodies plus 
depreciation provisions. Balance of payments deficit figures in this table differ slightly 
from those in Table XIV. This table uses recently revised figures. The revised data are not 
available in the detail needed for Table XIV for 1954 and 1955. 


Source: Monthly Digest national income supplement, Table 13. 


TABLE XVII 
Investment in the Federal Area, 1950-1958 


7950 1951 1952 1953 1954 1955 1956 1957 1958 
Gross investment, {mn.  ... 65.0 97.3 97.7 85.9 86.5 114.4 142.6 156.9 128.3 


Total domestic expenditure, 
... 180.6 232.7 258.3 270.9 287.8 337.8 400.6 440.7 420.1 


Investment as per cent o 
expenditure 46c eee SO 42 38 oz 30 34 36 36 31 


Sources: 1954-58, Monthly Digest national income supplement. 1950-53, A. G. Irvine, 
The Balance of Payments of Rhodesia and Nyasaland, 1945-1954, pp. 478 and 490. 


The economy of the Federal area has been growing rapidly during the 
post-war years, but despite the continued high rate of investment the growth 
has not been uninterrupted. Gross domestic product! increased in every 
year between 1949 and 1956, rising in that period from £127mn. to £383mn. 
The annual rate of increase was in one year (1950) more than 30 per cent, 
and in no year less than 10 per cent. In 1957, however, gross domestic 
product fell slightly to £379mn., and in 1958 it was down to £361mn. The 
decline in Federal output was almost entirely accounted for by a fall in the 
domestic output of Northern Rhodesia. The gross domestic product of 
Southern Rhodesia rose from £196mn. in 1956 to £220mn. in the following 
year, and then fell very slightly to £2tgmn. in 1958. In Nyasaland the gross 
domestic product of the money economy continued to rise from £20mn. in 
1956 to nearly {25mn. in 1958. In Northern Rhodesia, in contrast, domestic 
product fell from £167mn. in 1956 to £136mn. in 1957 and to £117mn. in 
1958. The rapid growth of the Federal economy until 1956 was geared to 
the price of copper, and with the fall in this price the growth of the domestic 
product came to an end. 

1 Gross domestic product of the money economy at current factor cost. 
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5. Federation and the Rate of Growth pany 
A belief in the economic advantages of federation in Central Africa is so 


widespread! that one might expect the benefits to be observable in an increased 
rate of growth. In reality, of course, no conclusions about the causes of growth 
can legitimately be reached from a study of the statistics of growth, but it is 
nevertheless of interest to discover whether or not the growth of the Federal 
economies has accelerated since Federation. It is, perhaps, commonly 
believed that the economy has developed faster since Federation. The 
evidence does not support such a belief. Tables XVIII-XX illustrate the 
growth of the Federal area as a whole and of the constituent territories by 
means of data drawn from the national accounts. It is evident from Table 
XVIII that the statistics show the rate of growth in domestic product of the 
Federation (both when it is valued at constant prices and at current prices) 
to have been significantly slower since 1954 than it was in a period of equal 
length before the Federation was established. The same conclusion is 
reached when growth is measured, as in Table XIX, in terms of domestic 
expenditure or of national product. 

In 1958 the gross domestic product of the Federation was 26 per cent 
greater than in 1954. Gross domestic product? in 1953, in contrast, was more 
than double its 1949 value. Even before the fall in copper prices, the post- 
federation growth rate was lower than in most comparable periods before 
federation. Between 1954 and 1956, gross domestic product rose by 30 per 
cent compared with a rise of 61 per cent between 1949 and 1951, of 41 per 
cent between 1950 and 1952, and of 29 per cent between 1951 and 1953. 
Surprisingly, even the absolute increases in domestic product have not been 


TaBLE XVIII 
Gross Domestic Product of the Money Economy of the Federation, 1949-1953, 1954-1958 


1949= 100 1954=100 
At 1949 At current At 1954 At current 
market prices market prices market prices market prices 

1949 100 100 1954 100 100 
1950 126 132 1955 104 118 
1951 137 159 1956 118 132 
1952 146 184 1957 129 131 
1953 162 206 1958 128 126 


Sources: 1949-53, Irvine, op. cit., pp. 478, 490 and 593. 1954-58, Monthly Digest 
national income supplement, Tables 2 and 3. 


very much greater since federation. Between 1954 and 1958, in fact, the rise 
in gross domestic product of £67mn. was less than half the rise of £137mn. 
between 1949 and 1953. Between 1954 and 1956 the increase amounted to 
£89mn., compared with £78mn. between 1949 and 1951. 

What is true for the Federation as a whole is also true for Northern 
Rhodesia and Nyasaland. The rates of growth in both territories were no 
slower before federation than they have been since 1954, even if only the period 
before the fall in copper prices is considered. The rate of growth in both 


1 See Chapter II below. ? Valued at current market prices. 
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TABLE XIX 
National Product and Domestic Expenditure in the M oney Economy 1949-1953, 1954-1958 
1949=100 1954=100 
Domestic Gross National Domestic Gross National 
Expenditure Product Expenditure Product 

1949 100 100 1954 100 100 
1950 118 128 1955 117 117 
1951 152 156 1956 139 129 
1952 169 187 1957 153 130 
1953 177 212 1958 146 128 


Notes. Domestic expenditure = private consumption expenditure + government current 
expenditure-+ gross domestic capital formation. 
National product= gross domestic product—net income paid abroad. 


Sources: Monthly Digest national income supplement, Tables 1 and 2: Irvine, op. cit., 
pp. 478, 490, 586, and 593. 


TABLE XX 
Changes in Net Domestic Product of the Money Economy, 1950-1953, 1954-1957 
7950=100 1954=100 

1950 19517 1952 1953 1954 1955 1956 1957 
Federation fe) 122 141 159 100 ile yy 131 128 
S. Rhodesia ... 100 108 128 iy) 100 114 130 147 
N. Rhodesia ... 100 148 164 196 100 123 133 106 
Nyasaland se seat OO 116 136 158 100 109 119 135 


Sources: Net domestic product at factor cost for years 1954-1957 from Monthly Digest 
national income supplement, Table 15. 1950-1953: Gross domestic product of Federation 
minus depreciation, Irvine, op. cit., pp. 478 and 490. Net domestic output of Northern 
Rhodesia, Irvine, op. cit., p. 2i8. Nyasaland net domestic product in the money economy 
at factor cost, Jack Report, p. 51. Figures for Southern Rhodesia obtained by difference. 


territories between 1950 and 1952 was much greater than, and between 1951 
and 1953 the same as that between 1954 and 1956. Only in Southern Rho- 
desia do the data indicate an acceleration in the rate of growth since the 
establishment of the Federal connection. The national accounts data may 
not be sufficiently reliable to support too definite a conclusion, but they 
certainly provide no evidence whatever of an increase in the rate of growth, 
except in Southern Rhodesia. 

It is worth examining more closely the situation of Nyasaland both 
because the main concern of the present study is with that territory, and 
because the Jack Report is firmly of the opinion that ‘ the expansion of the 
money economy has been much greater since federation ’.1 The Jack Report 
includes a special appendix? on Development in Recent Years, which 
contains data of various kinds which it considers to be indicators of economic 
growth. The data in this appendix, together with data on national income 
drawn from elsewhere in the Jack Report, are set out in Table XXI below 
in a form which facilitates comparison between periods of equal length 
before and since federation. Only three of the nine indicators show a bigger 
percentage rise in the post- than in the pre-federation period. In one of 

1 Jack Report, p. 58. This quotation is not an isolated one, but illustrates a recurring 
theme of the Report. For example, on page 3, it is stated that ‘ the evidence from all sources 
points to a considerable economic and social development in the country in the course of the 
present decade and particularly since 1953 when N yasaland became part of the Federation. 
(Italics added.) The additional contention of the Jack Report, that federation was the cause 


of accelerated development, is discussed in Chapter V below. 
2 Appendix to Chapter I, pp. 18-27. 
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these three indicators—balances due to Post Office Savings Bank Depositors 
__the increase since federation is a mere three points bigger than that in the 
period before federation. In another—electricity consumption—the increase 
since federation is exaggerated by the fact that supply increased through the 
commissioning of generating capacity the installation of which was decided 
upon before federation. Three of the indicators even show a smaller absolute 
increase since federation, while the absolute increase in several of the other 
indicators is not very much greater in the post- than in the pre-federation 
period. Such an examination of the data in the Jack Report makes it difficult 
to understand the confidence with which the Report refers to the greater 
rate of growth of Nyasaland since its inclusion in the Federation. 


TaBLE XXI 
1954 to 1957 1950 to 1953 
9, 
° ° 

(a) Domestic money product .. $135 +/5.6mn. +158 +5.1mn. 
(b) African personal income (other than 

from emigrants’ remittances) ... +149 +/4.1mn. +194 +/3.4mn. 
(c) Exports of crop and animal produce +121 +4/1.5mn. +143 +{2.1mn. 
(d) Post Office Savings Bank: 

number of depositors... .. +144 +11,000 +145 +7,000 
(e) _ balance due to depositors ... +146 +/410,000 +143 +£215,000 
(f) Total savings oe oes .. +206 + 2.2mn. +217 +£1.0mn. 
(g) Consumption of petrol and oil! ... +136 +42.2mn. gals. +122 -+0.9mn. gals. 
(h) Electricity consumption ... .. +314 +9mn. kWh. +167 +1mn. kWh. 


(i) Goods traffic Port Herald-Salima...+122 +82,000 tons +160 +123,000 tons 


1 The Report gives data on the use of motor vehicles ‘ as indicators of general develop- 
ment because of the widespread use of motor vehicles among all sections of the population 
except the Africans’ (p. 19). (Italics added.) 


In this section data have been assembled to test the view that the rate of 
economic growth has increased since federation. It has been shown that this 
view is ill founded. There has been an increase in the rate of growth of 
Southern Rhodesia, but for the other two territories, and for the Federal area 
as a whole, the rate of growth has been slower since federation than in the 
preceding years. This is purely a matter of fact, and does not justify any 
conclusion about the effects of federation. That is the question that occupies 
the remainder of this study. The economic arguments for federation are 
analysed in the next chapter; chapters III and IV deal with different aspects 
of public finance in the Federation; and in chapter V other effects of federa- 
tion are examined, with particular reference to Nyasaland. 


II 
THE GENERAL ECONOMIC CASE FOR FEDERATION 


1. Introduction 

In this chapter we consider the view that Federation in Central Africa is 
to be desired on economic grounds. The problem is less straightforward 
than it is often made to appear, and two preliminary cautions are necessary. 

First, it is impossible to determine precisely the extent to which Feder- 
ation as such has affected the course of economic development. We have no 
means of discovering what would have happened if the Federation had not 
come into existence, so that no direct comparative evidence exists. It is 
therefore possible only to reach more or less plausible conclusions about the 
changes which Federation may have led to; but the precise nature of these 
changes must remain a matter of personal judgment, on which informed 
observers may disagree. 

Second, the economic arguments for Federation have usually been stated 
in general terms—that is to say, they refer to economic gains which Feder- 
ation might be expected to bring to the Federal area as a whole. The argu- 
ments must be interpreted to mean that the level of output at any given time, 
and the rate of economic development, will be higher than would be the case 
if the three constituent territories were independent of one another. But in 
any general analysis of the effects of Federation it is necessary to consider 
not only data which relate to the whole area, but also evidence about the 
effects on particular races and territories, and the estimated gains and losses 
as between these. In this chapter, however, the emphasis is on the Federation 
as a whole, while the redistributive effects are discussed more fully in later 
chapters.? 

The section which follows deals with the economic case for Federation 
as it was presented in the period 1950-53. In the final section, the main 
economic arguments for Federation are analysed. 


2. The Pre-Federation Discussions 

The economic case for Federation has often been regarded as strong if 
not overwhelming; and it was given much prominence in the arguments and 
discussions which preceded the establishment of the Federation. Some 
commentators were even prepared to go so far as to say that ‘ the case for 
Federation rests on an economic basis ’ ;? very few were ready to suggest that 
the economic aspects were of relatively little importance. Even to-day those 
who are most critical of the present Federal arrangements, on political 


1 We do not however consider the effects of Federation on the relative economic position 
of the different races. This question is briefly dealt with in an essay by Professor William 
J. Barber in New Deal for Central Africa (edited by Colin Leys and Cranford Pratt; Heine- 


mann, 1960). 
§ From si article in the Round Table, June 1953. 
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grounds, usually think it necessary or appropriate to acknowledge the 
economic benefits which they believe Federation has brought. 

Given the extent to which the economic case has been emphasised, one 
would expect that it had been made a subject for thorough investigation, 
and that a detailed assessment of the prospective economic effects would 
have been made and published before the decision in favour of Federation 
was made. This is not the case. In all the published reports, discussions 
and debates which preceded the establishment of the Federation, there is no 
comprehensive—or even remotely adequate—treatment of the economic 
issues. It is repeatedly taken for granted that the economic benefits of 
Federation are too obvious for detailed argument to be necessary, or altern- 
atively that they have been fully discussed in some other context.’ In fact, 
neither of these things is true. The economic arguments require thorough 
consideration, which they appear so far not to have received from any 
British Government or in any official publication. 

The only comprehensive review of the case for Federation to be published 
by a British Government is the White Paper of June 1951.2 This was the 
Report of a Conference of officials, representing the Governments of the 
United Kingdom and each of the Central African territories. It was published 
together with a factual memorandum, also prepared by the Conference, 
entitled Central African Territories: Geographical, Historical and Economic 
Survey. This latter document, though lucid and informative, was designed 
as a background paper for the Conference, and it makes no attempt to 
analyse the economic effects of closer political association. This is done only 
in the Report itself. Here, however, the discussion of the economic case for 
closer association consists only of two perfunctory, and in our view mis- 
leading, paragraphs. On the British side, no professional economist was 
included among the officials who attended the Conference, nor was any 
attempt made to secure expert unofficial advice. 

This neglect does not seem to have been made good at any later stage. 


? At times, this becomes almost comically apparent. Some instances may be quoted: 

(a) ‘Economically, the inter-dependence of the territories scarcely requires much 
argument.’ (The Secretary of State for the Colonies—then Mr. Oliver Lyttelton, now 
Lord Chandos—March 1952. Hansard, Vol. 497, c. 209.) 

(b) ‘ There are overwhelming arguments, which will emerge when a concrete proposal is 
ready, whereby the capital development of these three territories can be most 
effectively carried out by achieving political federation as well.’ (Mr. A. T. Lennox- 
Boyd, April 29th, 1952. Hansard, Vol. 499, c. 1288. Italics ours.) 

(c) ‘ First, there is the economic argument, into the details of which I do not propose 
to go.’ (Mr. P. C. Gordon-Walker, July 24th, 1952.. Hansard; Vol. 504, c. 774). 

(4) ‘ This . . . leads me naturally into the economic argument, which I can discuss in a 
few sentences . . .’ (The Secretary of State—Mr. Lyttelton—July 24th, 1952. 
Hansard, Vol. 513, c. 662.) 

(e) ‘ There has been such universal agreement on the economic advantages likely to 
accrue from Federation . . . that it is unnecessary to discuss them in detail.’ (Round 
Table, June 1953, p. 229.) 


* Central African Territories: Report of Conference on Closer Association (Cmd. 8233). 
> Cmd. 8234. 


4 There is also a grossly misleading paragraph, in an appendix to the Report, on the 
advantages of a customs union for the territories. It is believed that the Southern Rhodesian 


Government prepared for the Conference a memorandum on the economic implications of 
closer association; but this has not been published. 
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From this time onwards, both ministers and officials appear to have taken the 
economic case for granted, as already established. As will be seen below, 
some of the arguments which they advanced do not bear serious inspection; 
and on the basis of the published evidence, it is impossible to avoid the 
conclusion that the treatment of this question by the British Government 
departments concerned was hasty and amateurish.1 


3. The Economic Arguments for Federation 


Five main economic arguments may be distinguished, which will be 
considered in turn. They are: 


(i) That Federation contributes to the prosperity of each of the terri- 
tories by creating a larger and unified market. 

(ii) That while each of the territories is individually dependent on a 
small number of agricultural or mining products, which are open to 
wide fluctuations in output and price, association with the other 
territories provides for each a valuable insurance against instability 
of revenue. 

(iii) That the economies of the three territories are complementary and 
interdependent to such an extent that some form of political associ- 
ation is inevitable. 

(iv) That Federation enables an efficient system of joint planning to be 
developed, which can ensure a fuller and more effective exploitation 
of the resources of the territories. (This argument and the preceding 
one are often linked, as the need for joint planning is said to arise 
from the interdependence of the territories;2 but they are dis- 
tinguishable, and as will be seen they are not of equal force.) 

(v) That Federation contributes to economic development by encourag- 
ing the inflow of capital into the area. 


(i) The widening of the market. Before the establishment of Federation, 
Southern Rhodesia and the greater part of Northern Rhodesia, including the 
most prosperous and accessible areas, formed what was in effect a free trade 
area. There was not complete freedom of movement of goods, since separate 
excise duties existed in the two territories on alcoholic drinks, and because 
each levied its own customs duties, so that inspection and clearing arrange- 
ments were necessary. These differences have now disappeared; but they 
were not a serious impediment to trade,’ and with respect to the greater part 


11t may be noted that even now neither the Commonwealth Relations Office nor the 
Colonial Office has an economist in even a moderately senior position. This however is true 
of most other British Government departments. roe 

2 Compare for example the Report of the Devlin Commission (Report of the Nyasaland 
Commission of Inquiry, Cmnd. 814, July 1959): ‘The conclusion which was arrived at 
(in 1951) was that the economies of the three territories had become so inter-dependent 
that closer association between them in the field of economic planning was essential ’ (p. 21). 
It is even implied here (mistakenly, in our view) that apart from specific benefits accruing 
to Nyasaland this is the only important argument for Federation. 

8 Especially as the Northern Rhodesian customs classification, and many of the rates of 
duty, were virtually identical with those of Southern Rhodesia. 
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of the Federal area the arrival of Federation made no difference to the size 
of the internal market open to producers. 

The north-eastern part of Northern Rhodesia, however, and the whole of 
Nyasaland, were included in the area governed by the Congo Basin Treaties, 
so that trade between these areas and the rest of what is now Federal territory 
was not free. To this extent the coming of Federation has enlarged the 
market; but the poverty and remoteness of the two areas thus included has 
inevitably limited the extent to which new opportunities for trade have 
been created in this way. 

Besides this very modest extension of the former free trade area, Feder- 
ation has brought about a common tariff for the three territories, while 
customs and excise have become a Federal responsibility. The formation 
of a customs union with a common tariff does not in itself make the internal 
market larger; but it may be argued that the Federal Government, through 
its control over tariff rates, is now able to adopt tariff policies which would 
assist internal development over the country as a whole, even though they 
might be against the immediate interests of some of its constituent regions. 
We shall consider the effects of changes in tariffs in Chapter V below. 

Normally, closer political association is not a necessary condition of a free 
trade area or a customs union; and it may be that Federation was not required 
in order to bring about free trade between the Congo Basin Treaty areas and 
the rest of the Rhodesias. This is not certain, however; and when negotiations 
were entered into by the Federal Government with the contracting parties 
to the General Agreement on Tariffs and Trade, to secure consent to the 
establishment of a common Federal tariff and the withdrawal of Federal 
territories from the Congo Basin Treaties, the main argument used was that 
the Federation had come into existence. In this instance, therefore, Feder- 
ation may have been a prior condition for a customs union. 

Thus the extent to which Federation as such has contributed to creating 
a wider Central African market is uncertain. Even on the most favourable 
interpretation, however, any such widening has been small.1 


(ii) The creation of a more stable and broadly-based economy. This argu- 
ment has been more widely used and influential. It is true that the export 
earnings and government revenues of the Federation as a whole, because they 
are dependent on a wider range of commodities, may be expected to be rather 
more stable than would be the case for each of the three territories in isolation. 
Since all three territories export almost entirely primary products, and are in 
this respect similar rather than complementary, the argument is robbed of 
some of its force; and the Federal economy as a whole remains exposed to 
the risk of fluctuations, particularly in view of its dependence on the copper 
mining industry. But the amounts which the territorial governments may 
expect to have at their disposal, together with expenditures within each 


? Cf. the discussion of this issue by C. H. Thompson and H. W. Woodruff, in E. ; 
Development in Rhodesia and Nyasaland (Dobson, 1954), Chapter X, ( sa ees 
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territory which are now borne by the Federal Government, are less dependent 
than they were on the particular products which each territory happens to 
specialise in. 

While this is true, however, its significance can easily be exaggerated— 
and certainly has been. If the territories were separate, it would be open to 
each of them to protect its balance of payments position, and stabilise its 
revenues, by accumulating reserves in prosperous periods and running 
them down when the prices or sales of its main export products were unusually 
low. Reserves might also be held partly in the form of liabilities issued by the 
other territorial governments. The argument that a Federal government, 
together with a pooling and apportionment of revenue, is a necessary con- 
dition for reducing instability presupposes that the territorial governments 
are unwilling or unable to take measures of their own to achieve this. There 
seems to be no reason why this should be the case. 

Another aspect of the argument should be noted here. As commonly 
stated, it implies that all three governments must necessarily benefit by the 
insurance provided by a Federal pooling scheme for government revenues. 
On the dubious assumption that such a scheme is a precondition of greater 
stability, this is true in that stability of revenues is an advantage. But it 
should also be emphasised that from the point of view of each territorial 
government, the redistributive aspect of the pooling of revenues may be of 
far greater significance than any gain that may accrue from greater stability. 
It may be better for a government to have less stable rather than more stable 
revenues, if in the first situation the average level around which revenues 
fluctuate is considerably higher than in the second. Thus the means adopted 
to secure greater stability may not be associated with advantages to each of 
the three territories. 

An analogy may help to clarify this point. For precisely the reasons 
which have been advanced in favour of Central African Federation—less 
dependence on a single product, and greater stability of revenues—it could 
be argued that Kuwait should become a member of the United Arab Republic. 
But it is clear that whatever the other advantages might be, this could only 
cause Kuwait to lose financially: the benefits of greater stability would be 
negligible compared with the loss that would be sustained under any con- 
ceivable system of pooling and apportioning revenue. The analogy, though 
very imperfect, is not wholly inapposite; for as will be seen in the following 
chapter, it can scarcely be argued that any benefit which Northern Rhodesia 
may have received through greater stability has so far offset what it has lost 
through the redistributive effects of the present Federal fiscal arrangements. 
The reverse is true of Nyasaland: government revenues may have been less 
stable than they would have been if Nyasaland had remained a separate 
territory; but they have also been considerably higher. 


(iii) The interdependence of the territorial economies. ‘This argument can 
conveniently be considered in two stages. First, the question arises of how 
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far the three economies are interdependent. Second, it is necessary to con- 
sider the political implications of interdependence. 

There can be no doubt that the extent of interdependence is very limited. 
Perhaps the most obvious feature of all three territorial economies is their 
dependence on a comparatively small number of primary products which are 
sold almost entirely in markets outside the Federation. Nevertheless, there 
is a good deal of inter-territorial trade—not surprisingly, since the countries 
are contiguous—and there are certain other respects in which the territories 
may be said to be interdependent. 

No statistics are now published of transactions between the territories, 
but an idea of their importance immediately before Federation may be gained 
from Dr. A. G. Irvine’s recently-published study.1 The table below has been 
drawn up from data presented there. It shows, for the period 1950-52, the 
proportion of each territory’s current receipts from abroad—that is, its 
receipts from exports of goods and services, and from current transfers such 
as migrants’ remittances—which came from each of the other two territories, 
and the proportion of its current payments abroad—for imports of goods and 
services, and for current transfers—which went to the other two territories.” 


Inter-territorial Current Transactions, 1950-52 


Percentage of current transactions with 
: R. Nyasaland Total 


S.R. Receipts... 2 —_ 18.9 1.9 20.8 
Payments ... ee — 2:3 0.8 sl 
N.R. Receipts... =a 4.3 — —! 4.3 
Payments ... <ce 18.2 —_— 0.1 18.3 
Nyasaland Receipts... “ee 12.0 6.3 _ 18.3 
Payments ... eee 12-1 0.5 —_ 12.6 


1 Less than 0.1 per cent. 


It can be seen that so far as trade and payments are concerned, the con- 
nection between the territories was important in two main respects: first, a 
significant proportion of Southern Rhodesia’s current earnings came from 
Northern Rhodesia, and conversely, a significant proportion of Northern 
Rhodesia’s imports was derived from Southern Rhodesia; and second, 
current transactions with Southern Rhodesia were of some importance to 
Nyasaland, though the converse was not true. The main item in Southern 
Rhodesian payments to Nyasaland was (and no doubt still is) the remittances 
sent by migrant Nyasa workers; Nyasaland payments to Southern Rhodesia 
were chiefly for manufactured imports—and these have certainly increased 
considerably since Federation. 


Apart from these transactions, there are two other important respects in 


1 The Balance of Payments of Rhodesi dN , ! 
Press, London, 1999). ‘4 f sta and Nyasaland, 1945-1954 (Oxford University 


* Re-exports—a substantial item in the receipts of i 
RARE Soe en 1) Southern Rhodesia from Northern 
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which the territories are clearly interdependent. First, both Rhodesia Rail- 
ways and the Kariba undertaking are matters of joint‘concern to the Rhodesias. 
Second, as has been noted above, a large number of Nyasa workers are 
normally employed in Southern Rhodesia, and this connection is important 
for the economies of both territories. 

The fact of interdependence is therefore clear. But it is also quite apparent 
that there is nothing out of the ordinary in this, and that no political implica- 
tions arise from it. This may be seen most easily by considering two other 
instances of interdependent economies. First, we may take the United 
Kingdom and the Republic of Ireland. In the period 1954-57, the proportion 
of Irish exports which went to the U.K. was 83 per cent, and the share of 
imports which came from the U.K. was 55 per cent.1_ Moreover, a large 
number of Irish citizens live and work in England. There can be no doubt 
that the two economies are closely interdependent, especially if we look at the 
matter from the Irish point of view. Yet no one would suggest that this a 
conclusive or even a particularly important reason for establishing a political 
federation between them. In the same way, the fact that Nyasaland obtains 
a modest proportion of its imports from Southern Rhodesia, and that many 
Nyasas find work there, in no way establishes even a prima facie case for 
bringing the two territories under the same government.? 

The case of the U.S. and Canada may also be used as an illustration. 
Taking again the years 1954-57, the U.S. share of Canadian exports was 60 
per cent, and of Canadian imports 73 per cent.? These ratios, like the Irish 
ones, greatly exceed any of those to be found in the table given above; and in 
assessing the interdependence of these economies it is necessary to take 
account also of the very large investment of U.S. capital in Canada. More- 
over, the relationship between the two has a certain resemblance to that of 
the Rhodesias, in that they have recently been associated in a major undertak- 
ing—the St. Lawrence Seaway—which, like Kariba, is designed to meet the 
needs of both. But it would be absurd to suggest that because of all this the 
two countries must inevitably cease to be separate, or even that there are 
grounds for believing that independence is no longer in their interests.* 

We may sum up by saying that it is doubtful whether any degree of 
economic interdependence, however great, is a serious argument for federa- 
tion; and that in the case of Central Africa the three territories are less inter- 
dependent than is often suggested—certainly less so than other groups of 
countries whose separate existence and sovereignty are taken for granted. 
The argument must therefore be dismissed altogether. 


1 Fi s taken from Direction of International Trade, prepared jointly by the U.N. 
Statistical Office, the International Monetary Fund, and the International Bank for Recon- 
struction and Development (New York, 1958). F : 

2 Though from the standpoint of Nyasaland only, an important qualification must be 
made to this conclusion, which is stated below in section 5 of Chapter V. 


3 Directs World Trade. ‘ 
. pain hh unlikely that any recent British Government has taken the view that 


ic interdependence of Egypt and the Sudan, and the imminence of the Aswan 
High Dam, make the independent existence of the Sudan impracticable or undesirable, 
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(iv) The need for joint planning. The case for Federation on this ground 
has been summarised in these terms: 

‘ Federation will allow existing Government capital resources to be 
employed to best advantage. . . Under Federation, instead of one territory 
building up reserves which it cannot employ or can employ only on 
projects of low priority while another is unable to proceed with projects 
of high priority because of lack of funds, it should be possible for the 
total funds available to be applied to those schemes judged most desir- 
able for the Federation as a whole.’! » 


This argument undoubtedly has force; but while it can be broadly 
accepted as it stands, certain qualifications must be borne in mind if its 
importance is not to be overstated. 

First, it is necessary to be clear about the extent to which joint planning 
requires a common government, rather than some looser form of technical 
co-operation. Some of the instances of the need for planning, which were 
cited as part of the case for Federation in the period 1950-53, were evidence 
only of the need for co-ordination on an administrative and technical level.* 
The fact that a list can be drawn up of topics which are of common concern 
to two or more territories is not in itself a reason for favouring Federation. 
It is necessary to distinguish those cases in which the need could equally 
well be met by some such body as the old Central African Council,® in order 
to form a realistic appraisal of the potential gains which arise from Federation 
as such, 

There are two ways in which a Federal structure may help to secure more 
effective planning and a better allocation of expenditure. First, a purely 
technical body is not in a position to weigh the political implications of what 
it decides or proposes. If it tries to do so, it runs the risk of incurring sus- 
picion and resentment by going outside its terms of reference and passing 
judgment on matters which are not its primary concern; if it fails to do so, 
it may produce recommendations which, whatever their technical merits, 

1 Quoted from C. H. Thompson and H. W. Woodruff (of. cit., pp. 188-9). 

* For example, the argument that the copper-belt was dependent on supplies of coal from 
Wankie in Southern Rhodesia, and that output from Wankie was inadequate to meet 
demand. The suggestion that two countries should set up a joint government, because one 
supplies the other with a product of which there is a shortage at the ruling price, comes 
oddly from the spokesman of a Conservative Government (cf. Mr. Oliver Lyttelton’s speech 
in the House of Commons, already referred to above). It seems less incongruous but equally 
unconvincing when stated from the other side of the House (cf. the speech by Mr. P. C 
Gordon-Walker, April 29, 1952, Hansard, Vol. 504, cc. 774-5). 

* The Central African Council was established in 1945, with the object of ‘ promoting 
the closest possible contact and co-ordination of policy and action’ between the three 
territories ‘in all matters of common interest’ (Cmd. 8233, p. 8). By 1950 the Council 
seems to have become ineffective, and this is sometimes advanced as an argument for 
Federation. However, it is possible that the failure of the Council was due to the fact 
that by this time the Government of Southern Rhodesia had decided that Federation was 
needed, and had for this reason lost interest in ensuring that the work of the Council should 
be successful. Two recent observers have described the position as follows: ‘ The Southern 
Rhodesian Government had never been enthusiastic about the Council. Much of the dis- 
satisfaction arose from these who felt that the Council was a poor substitute for amalgamation 


and might postpone amalgamation.’ (Quoted from ‘Political Development in British 
Central Africa, 1894-1956,’ by Alan Taylor and Eugene P, Dvorin, fone 1959). 


. 
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are unacceptable to some or all of the governments it reports to. On major 
controversial questions—especially if the controversy is between territorial 
governments—a Federal government may be in a better position to take 
decisions. It cannot be taken for granted that these decisions will necessarily 
lead to better results than the alternative arrangement—this is a question 
which can only be considered on the merits of each particular case ;? but the 
decisions themselves may be more readily taken. 

Apart from this, a Federal government may be able to bring about a 
distribution of public expenditure between the territories which has more to 
be said for it, on economic grounds, than the distribution that would have 
resulted had the territories remained separate. There can be little doubt 
that the existence of Federation has in fact made a considerable difference to 
the pattern of expenditure, both on current and on capital account. As will 
be seen in Chapter III, the Northern Rhodesian share has been less than 
would have been the case if the territory had remained on its own, while the 
Southern Rhodesian and Nyasaland shares have been greater. To put the 
same point in another way, one effect of Federation, in recent years at any 
rate, has been to make available to the other two territories a share of the 
revenues deriving from Northern Rhodesian copper. It is certainly arguable 
that an asset as valuable as the copper mines should be exploited for the 
benefit of a wider area than Northern Rhodesia alone; and to this extent the 
argument that Federation was necessary in order to consider the interests of 
the area as a whole has force. 

When this has been said, however, three further comments are in 
order. (a) The gains to some parts of the Federation, which may accrue 
from a different distribution of government expenditure, must be to some 
extent at the expense of others. This is simply overlooked in many discus- 
sions of the economic case for Federation.’ (6) The argument that Federation 
may lead to economic gains in this way is not necessarily an argument for the 
Federation as it is at present constituted. It may be agreed that the copper 
revenues should benefit a wider area than Northern Rhodesia; but the view 
that this area should comprise the Rhodesias and Nyasaland—rather than 
(say) Northern Rhodesia, Nyasaland and Tanganyika, or Northern Rhodesia | 
and Nyasaland alone—is a political and not an economic one.* (c) The fact 


1 This point is emphasised by Professor Barber (oP. cit.). F : 

2 An example of this may be given. Had the Federation not come into existence, the 
Kariba scheme would almost certainly not have gone forward; for the Government of 
Northern Rhodesia would probably have carried out its own project for supplying hydro- 
electric power from the Kafue River, and it is likely that the necessary finance for Kariba 
(initially a more costly project) would only have been made available to a Federal govern- 
ment. But to regard the Kariba scheme as one of the benefits of Federation implies the 
prior judgment that this choice, rather than the alternative Kafue project, was in the 
best interests of the Federation as a whole. Although the choice was made only after very 
careful consideration, and in the light of expert foreign advice, opinion is even now divided 
sea CCR is probable, as will be seen in the following section, that total government 
enditure has been larger than it would have been without Federation. 
4It is of course none the worse for that. It must further be added that we are not 
suggesting that either of the groupings mentioned above would be a preferable alternative 
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that Federation has made a better distribution of expenditure possible does 
not mean that this has in fact been achieved. Whether or not this is so is by 
no means a simple question; and an attempt to answer it adequately would 
require a large amount of evidence and research.’ 

A further important qualification must be made to the argument that 
Federation promotes a better distribution of expenditure. While the creation 
of a common government has opened the way to this, the present constitu- 
tional arrangements may be a positive hindrance to its realisation. The 
pattern of public expenditure in the Federation is only partly determined by 
considerations of relative economic advantage. It is also—and more directly 
—affected by the division of powers between the Federal Government and 
the territories, and by the manner in which revenues are allocated between the 
four governments. This has two results which should be taken into account. 

First, there are important heads of expenditure—agriculture, education, 
and public works—for which responsibility is divided between the Federal 
Government and the territories. Under this arrangement, the division of 
expenditure on (for example) primary education between Europeans and 
Africans, and between European and African agriculture in the Rhodesias, 
is determined by the separate policies of the various governments concerned. 
In deciding the relative amounts to be spent, economic considerations ought 
certainly to be given weight; but the effect of the present system is actually 
to prevent this aspect of the problem from being explicitly considered by any 
government.” 

The Jack Report provides evidence that in respect of capital expenditure 
at any rate there has been what it describes as a ‘ lack of integrated planning ’. 
In its chapter on investment, the Report states that: 


‘ The nature of the Federal structure gives rise to certain difficulties 
in the field of integrated economic planning. . . Political and financial 
responsibility is divided between the Federal and Territorial Govern- 
ments by virtue of the Federal Constitution, thus making a high degree 
of co-ordination in development matters difficult to achieve . . .”8 


And again: 


‘Under the present system investment may be made in a Federal 
service which carries a low priority, judged in terms of the overall needs 
of the territory, while higher priorities in territorial services may be 
deferred through shortage of funds, and vice versa.’ 


to the Federation as it now exists. Our point is simply that this particular economic argu- 
ment for Federation is in present circumstances only an argument for combining Northern 
Rhodesia with one or more other territories. The case of Kuwait again provides an analogy 

1 Even then, the final verdict would be a matter of personal judgment. ; 

* Two other examples may be quoted. Health services are a Federal responsibility; but 
water supplies, which affect health, are in the hands of the territories. Again, the point 
was made to us in Nyasaland that the territory would like to introduce a graduated poll 
tax in order to increase its revenues in a more equitable way than would otherwise be possible, 


but is prevented from doing so because territorial governm 
LES Itai g g ents are not empowered to levy 


2 Op. cit., p. 63. 
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The position may well be similar with respect to current government expendi- 
tures. It may be expected that greater experience in operating the Federal 
system, and possibly constitutional changes also, will bring about an improve- 
ment; but it must be recognised that Federation has created difficulties as 
well as opportunities for economic co-ordination. 

The second result of the present constitutional position is that any effec- 
tive redistribution of expenditure between Federal subjects and territorial 
subjects is not only unlikely to be considered in the ordinary course of events, 
but is not at all easy to effect. The system of allocating revenue is largely 
designed to ensure each of the four governments enough money to carry out 
the functions for which it is constitutionally responsible. In determining 
initially how much would be needed, the basis for calculation was the amounts 
which were being spent by the territorial governments at the time when 
Federation was established. 

Thus the revenue allocation system not only derives from a certain pattern 
of government expenditure, which goes back to pre-Federal days, but 
necessarily operates in such a way that this pattern is difficult to change. The 
same applies to the proportion in which the proceeds of Federal overseas 
loans are allocated between the four governments; for these have been based 
on the respective shares assigned for the allocation of income tax revenues. 
To put the point in another way, the argument that Federation enables a 
better system of priorities to be adopted ignores the fact that the allocation 
system was not drawn up with this end in view. This may well be an inevit- 
able feature of the present situation—perhaps it is inevitable in any feder- 
ation’—but it is a further reason for not accepting uncritically the proposition 
that Federation necessarily means a more rational distribution of public 
expenditure.” 

(v) The stimulus to foreign capital. This argument has been given great 
prominence.? It can best be treated under two separate headings: private 
investment within the Federation, and public borrowing. 

It is often taken for granted that Federation has made the Rhodesias 
and Nyasaland a much more attractive area for investment by overseas 
firms. It is not always made clear, however, why this should be the case. 
The main reasons given for this belief are two: first, that Federation has itself 
contributed to the prosperity of the area as a whole, and thus increased the 
opportunities open to investors; and second, that it has brought political 
stability to the territories. 

The first reason depends for its plausibility partly on the strength of the 


1 And it is therefore not a criticism of the work of the Fiscal Commission which devised 
the allocation system—nor even necessarily of its terms of reference. ees 

2 The above arguments should not be taken to imply that the present division of powers 
and revenues should necessarily be altered. Many non-economic considerations are clearly 

h a judgment. 

sash: Ch. Bea the White Paper issued in February 1953 (Report by the Conference 
on Federation held in London in January 1953; Cmd. 8753, pp. 5-6), or the article by the 
Earl of Home (Secretary of State for Commonwealth Relations) in Rhodesia and East 
Africa (edited by F. S. Joelson, published by East Africa and Rhodesia, London, 1958). 
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economic arguments for Federation which have already been considered. 
To this extent, it cannot be regarded as convincing. There are two other 
ways, however, in which Federation may have had a significant effect on the 
attitudes and policies of private businesses. (a) Although it is true that the 
size of the Central African market was not greatly affected by Federation, 
one can argue that its significance was made much more apparent. Before 
Federation, it was easy to think of the Southern Rhodesian market as a 
remote northern appendage of the South Africa one; while Nyasaland was 
thought of as a separate market altogether. It is very likely that as a result of 
Federation, there has been a greater awareness of the Central African market 
as such; and the prospect not only of continued economic expansion, but 
also of the creation of a new dominion in Central Africa, has had effects on 
investment which, though they cannot be precisely assessed and have probably 
been exaggerated, may none the less be significant. In particular, Salisbury 
benefited through its selection as the Federal capital, which has raised its 
status, and made it a natural choice for the location of the main offices of 
businesses operating in the Federation. 

(5) It is probable, as will be seen below, that one result of Federation has 
been a rather higher level of government expenditure, and in particular 
capital expenditure, than would otherwise have been possible. In so far as 
this is true, private investment may have been encouraged in two ways. 
First, the level of demand has been raised, so that the local market has been 
larger. Second, more has been spent on public services, especially power and 
transport facilities, which may have contributed to the attractions of the area. 

These arguments, though plausible, are necessarily rather speculative; 
but the suggestion that Federation has attracted capital because it has created 
confidence in the political future of Central Africa is even more difficult to 
assess. The importance of this factor may easily be overstated. Confidence 
of this kind may be a necessary condition for investment in some circum- 
stances; but it is not always necessary, and it is obviously not sufficient. 
For example, misgivings about political stability have not prevented large- 
scale private investment in the oil industry of the Middle East; and it is 
unlikely that confidence in the stability of (say) the Leeward Islands would in 
itself attract foreign enterprises there. Further, there is the fact that the 
Federation has not been free from political unrest—partly because of African 
opposition to the principle of Federation—and that the precise form of 
its political status and development has yet to be decided. Nevertheless, it 
would be wrong to rule out the possibility that this consideration may have 
had a favourable influence on some investment decisions. 

So far as investment in private enterprises is concerned, the most plausible 
guess seems to be that the effect of Federation as such has been positive but 
relatively small. Government borrowing from abroad raises rather different 
considerations ; and in this case there are grounds for believing that the effect 
has been greater. 


* This point is made by Thompson and Woodruff (op. cit., pp. 189-90), 
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The reason commonly given for the belief that the Federation as a whole 
is more credit-worthy than the three separate territories cannot be accepted 
without qualification—if indeed it can be accepted at all. The argument is 
that because the Federal economy is more broadly based than that of any 
individual territory, its revenue will be more stable and it will more obviously 
be in a position to meet future charges on loans. It has been seen above 
that it is not necessarily the case that Federal revenues are more stable, given 
that a territorial government can set up a stabilisation fund; and it remains 
true in any case that the Federal revenue depends to a very large extent on the 
price and output of copper. However, since the argument has in fact been 
widely used, some investors may have been influenced by it; and in so far as 
this has happened, Federal credit has been better than that of the territories 
would have been. 

There are, however, other considerations which suggest that total govern- 
ment borrowing has probably been higher under Federation. In order to see 
why this should be so, it is necessary to ask what might have been the position 
in each of the territories had Federation not taken place. Southern Rhodesia 
would no doubt have continued to make new issues abroad; but however 
successful these might have been, it is not conceivable that the total raised 
would have been as great as that which the Federal Government has been 
able to obtain, even apart from the loans earmarked for the Kariba scheme. 
Nyasaland borrowings would certainly have remained small.1 As for Northern 
Rhodesia, it would almost certainly have had a substantial cash surplus in 
most years—that is, the revenue surplus would have been more than adequate 
to finance government capital expenditure. Thus the territory would either 
have accumulated financial assets, or alternatively lent its surpluses to a 
territorial equivalent of the present Federal Power Board in order to finance 
expenditure on the Kafue power scheme. Thus total government borrowing 
in the years after 1953 would have been limited to what Southern Rhodesian 
and Nyasaland governments could have raised, plus that part of the Kafue 
scheme which was not financed by the government of Northern Rhodesia. 

Federation appears to have changed the situation in two important 
respects. First, the Federal Government has been anxious to borrow abroad, 
and has been in a much better position to do so than the Southern Rhodesian 
Government would have been. In effect, the copper revenues have under- 
written Federal loans, instead of going to reserve or financing power develop- 
ments. Second, the Kariba scheme has been chosen. Not only has this 
involved a much larger total expenditure, but almost the whole of the first 
stage has been financed from loans which otherwise would probably have 
been neither necessary nor forthcoming. The decision to proceed with 
Kariba has therefore led to a considerably higher level of foreign borrowing, 
quite apart from the fact that other government borrowing has almost cer- 
tainly been higher than it would have been in the absence of Federation. 
This whole argument is admittedly conjectural, since there is no means of 

1 We return to the question of Nyasaland borrowing in Chapter IV below. 


f 3 


30 THE BULLETIN 


determining what precisely would have happened if F ederation had not 
occurred. But it is at least a reasonable presumption that, both because of 
the choice of Kariba and through the effects of the present fiscal arrangements, 
Federation has had a marked effect on total public borrowing from abroad. 
To the extent that this has resulted from the choice of Kariba, it can be 
regarded as an argument for Federation if this decision is assumed to have 
been the right one. In so far as government borrowing for other purposes 
is in question, it is probably right to regard the effect as a definite gain which 
Federation has brought. 

Thus it is highly probable that Federation has provided a definite stimulus 
to the inflow of overseas capital into Central Africa. But this may be attri- 
buted not so much to the factors that are usually thought to have been 
responsible—that is, the economic expansion which Federation is alleged to 
have brought about in other ways, and greater confidence in the future 
political and economic stability of the area—but rather to the fact that the 
copper revenues have no longer accrued to one territory alone. 


4. Conclusions 

The main conclusions which emerge from this analysis are two. First, 
the economic case for Federation has been greatly overstated. Most of the 
standard arguments which have been put forward are invalid, of slight 
importance, or acceptable only with serious qualifications. In our view, it is 
an error of judgment to think of Federation as a development which was 
inevitable, or which can be largely justified, on technical or economic grounds. 
The reader who has followed the course of events in Central Africa, and the 
controversies which Federation has aroused, may find this a surprising 
conclusion. The fact is that, like the emperor’s clothes, the economic benefits 
of Federation have been accepted in an entirely uncritical and ingenuous 
way. It is significant that the only two discussions of the subject by pro- 
fessional economists are distinctly sceptical in their tone.! 

Second, in so far as the effects of Federation on the rate of economic 
growth in Central Africa can be ascertained, they appear on balance to have 
been definitely positive. Although the rate of growth of the Federal economy 
appears to have been less rapid since federation than in the preceding period,? 
it would probably have been somewhat slower in the absence of federation, 
particularly in Southern Rhodesia. The main reason for this positive 
influence on the rate of growth is that the Federal Government has been 
ready and able to borrow more for development purposes than would 
have been the case with the three territorial governments had they 
remained separate. This in turn may have been mainly—though perhaps 
not entirely—responsible for a larger amount of private investment than 
would have occurred in the absence of Federation. 


1 V ide Thompson and Woodr uff (o tt. Chapter x an Bar ber op. cut. , and compare 
Dp. c€ , ), d ( ) 
also an ar ticle in 7 he Economist une 23rd 1951) on Develo ment in Central Africa . 
(J , Pp 
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For reasons which will become apparent in the later chapters, the direct 
effects of the stimulus to expansion which Federation has brought have been 
felt mainly in Southern Rhodesia. In Nyasaland they have almost certainly 
been slight. However, economic growth in the Rhodesias affects Nyasaland 
in two ways. First, it increases the opportunities open to Nyasas to find 
employment outside the territory; and second, the pooling of revenues which 
occurs under the present fiscal system has the effect of making the prosperity 
of each of the territories more closely dependent on that of the others. The 
effect of this system on the distribution of public revenue and expenditure 
between the territories is examined in the chapter which follows. 
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THE REDISTRIBUTION OF INCOME BETWEEN 
TERRITORIES 


1. Introduction 

In this chapter we examine the effect of the present fiscal arrangements 
on the relative financial and economic position of the three territorial govern- 
ments. The argument is set out in three stages. First, a summary account 
is given of the present fiscal system. Second, we consider the immediate 
gains which Nyasaland appears to have made on current account. Third, 
we try to throw light on the question of whether these gains can correctly 
be attributed to Federation as such, or whether they seem to have been due 
rather to association with Northern Rhodesia. This latter problem is a 
complex one; and in order to investigate it, a general survey of Federal 
finance is necessary. This is attempted under four headings: (a) the terri- 
torial origin of Federal revenue; () the distribution of Federal current 
expenditure between the territories; (c) the comparison of revenue and 
expenditure data, so that a rough assessment of territorial gains and losses 
on current account can be made; and (d) the financial implications, so far 
as they can be guessed from the experience of recent years, of linking Nyasa- 
land with Northern Rhodesia alone. 

A preliminary warning is needed. An inquiry of this kind is necessarily 
limited in scope, and some of the results must be treated with caution. 

The main limitation is that only the direct and most obvious redistributive 
effects are taken into account. We attempt to measure only the difference 
between the revenue originating in a territory and paid to the Federal Govern- 
ment, and the value of what the territory receives from the Federal Govern- 
ment, whether in direct money payments or in the form of services. This is 
only a partial measure of the extent to which a particular fiscal system affects 
the relative position of the territories. An example will make this clear. 
Suppose that the present arrangements were altered by an agreement that 
from now on Northern Rhodesia would pay to Nyasaland a sum of {1m. 
per annum. The initial result of this would be a gain of {1m. to Nyasaland 
offset by an equivalent loss to Northern Rhodesia, but its redistributive 
effects would not be limited to this. As a result of the transfer, local expendi- 
ture in Nyasaland would be higher, and expenditure in Northern Rhodesia 
lower. This would affect the amounts raised from taxation in both territories, 
and therefore their respective contributions to Federal revenue. Southern 
Rhodesia also might be affected, since the proportion of expenditure which 
goes on goods made in Southern Rhodesia may be different in Nyasaland 
from that in Northern Rhodesia. Thus the full effects of a given fiscal system 
are not shown by a measure which only takes account of the directly measur- 
able net transfers between the territories. If, for example, the difference 
between the payments made by Nyasaland to the centre and its receipts from 
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the centre are estimated at {4m. per annum, it cannot be assumed that if 
Nyasaland left the Federation its government’s loss on current account would 
be exactly £4m. Because of the effect on local expenditure, the eventual 
loss directly attributable to leaving might be somewhat greater than this;! 
in any case it would be different. Thus our measure of redistribution is by 
no means a complete one. 

A second limitation is that we take the total revenues of the Federal 
Government as given. But it is arguable, as suggested in the preceding 
chapter, that the level of demand and income has been raised as a result of 
certain policies which would have only been put into effect with a Federal 
structure. It may therefore be misleading to estimate territorial gains and 
losses on the assumption that other things are equal; but there is no practi- 
cable alternative to this. 

A cautious interpretation is required for other reasons also, which are 
connected with the data that are available. The territorial origins of revenue 
can only be estimated very roughly: on some of the main items of revenue 
precise information is lacking, and it is necessary to use indirect methods 
in order to estimate the contribution made by each territory. On the expen- 
diture side, the estimates of direct Federal spending in the territories are 
on the whole good; but serious problems of allocation arise if an attempt 
is made to break down expenditure on common services between the terri- 
tories. Any formula for apportioning these can only be a rough and ready 
one; and different observers can hold different opinions in each case about 
what is the most reasonable convention to adopt. As will be seen in the 
next chapter, similar difficulties arise over capital expenditure also. 

In the final section, when we deal with the possible financial implications 
of joining Nyasaland and Northern Rhodesia alone, both these warnings must 
be heavily underlined. The assumption that other things can be taken as 
equal becomes particularly unreal, and we have no direct evidence to go on 
from past history. 

It is sometimes held that an examination of the redistributive effects of 
federal finance is not a very useful or constructive undertaking, and that the 
emphasis should be placed on the unity of a federation, the common interests 
of its members, and the long-run benefits of closer association. There is 
something in this. The units which comprise a federation may easily 
become too preoccupied with what they respectively put into and take out 
of the common pool. But questions of distribution cannot in practice be 
ignored; and since this is so, it is important to try to discover the facts. 
Moreover, in the case of Central Africa, specific statements have been made 
about the gains which Nyasaland makes from the other territories, and have 
been used as the basis for drawing conclusions on matters of broad policy. 
Such statements can only be properly considered in the context of a full 
inquiry into the effects of the present fiscal arrangements. 


1On the assumption that Nyasaland became an entirely separate territory and that 
financial help was not forthcoming from elsewhere. These assumptions are discussed below. 
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2. The Fiscal System of the Federation 

The two main sources of public revenue in the Federation are income 
tax and customs and excise duties, of which the first is much more important 
than the second. The right to levy these taxes is reserved to the Federal 
Government, except that the territories may themselves levy a surcharge 
on the income tax payable to the Federal Government, by companies or by 
individuals, in each territory. This surcharge may not exceed 20 per cent. 
For administrative reasons, it is collected by the Federal Government to- 
gether with the Federal tax payments; but it does not appear in the Federal 
Government’s accounts, and does not enter into any measure of redistribution 
between territories. 

The whole of the proceeds of customs and excise duties, except for the 
duty on motor spirit, is retained by the Federal Government. Receipts from 
income tax (apart from territorial surcharge) are shared with the territorial 
governments in proportions which are laid down in the constitution. In 
the earlier years of the Federation, income tax revenues were divided into 
the following proportions: Federal Government, 64 per cent.; Southern 
Rhodesia, 13 per cent; Northern Rhodesia, 17 per cent; and Nyasaland, 
6 per cent. From the beginning of the financial year 1958-59, the share of 
the Federal Government has been 62 per cent, and those of Southern 
Rhodesia and Northern Rhodesia 14 and 18 per cent respectively. 

Besides these two main forms of revenue, the Federal Government’s 
current receipts can be listed under four headings: postal and telegraph 
charges; school and hospital fees; recoveries of charges on loans and ad- 
vances (i.e. payments on loans made to the statutory corporations, such as 
the Federal Power Board, and payments by the territorial governments in 
respect of loans which have been raised by the Federal Government on their 
behalf); and other miscellaneous receipts. The amounts received from these 
different sources are set out in Table III below. 

The result of Federation has been to deprive each of the territorial govern- 
ments of revenues which (it may be presumed) they would otherwise have 
received, but which are now paid to the Federal Government. On the other 
hand, the territories gain, in that they receive a share of the proceeds of 
Federal income tax, and because they no longer incur expenditure in respect 
of the various functions for which the Federal Government has assumed 
responsibility." In this chapter we try to estimate the proportion of Federal 
current receipts’ which comes from each territory, and the proportion of 
Federal current payments? (including the territories’ share of income tax 


_ 1 The main functions are: defence, external affairs, posts and telegraphs, health, educa- 
tion other than African primary education, European agriculture (in the Rhodesias only), 
and public works (though some responsibility for these remains with the territories). Also 
most of the pre-Federati 


on public debt of the territories has been taken over by the Federal 
Government. , 


* We use the term ‘ Federal receipts ’ (as distinct from Federal revenue as shown in the 
public accounts) to refer to the total of Federal current revenue plus the territories’ share 
of income tax receipts (but not including territorial surcharge). Similarly, we refer to ‘ Fed- 
eral payments ’ (as distinct from expenditure) when dealing with the equivalent total on the 


kee? side of the account. In each case, current transactions only are considered in this 
apter. 
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revenue) which accrues to each territory. Thus the loss apparently incurred 
by each territory, as a result of the payments made from it to the Federal 
Government, can be offset against the estimated gain which each receives 
in the form of its share of income tax revenue and from Federal expenditure 
which is undertaken on its behalf. These estimates of gains and losses are 
presented below. 


3. The Gains to Nyasaland on Current Account 

This aspect of the effects of Federation has already been the subject of 
investigation by the Federal and territorial governments. The results have 
been summarised in a memorandum prepared by the Secretariat in Zomba, 
part of which has been circulated in the United Kingdom by the High 
Commissioner’s Office under the title of Fiscal Benefits Accruing to Nyasaland 
from Federation. A further analysis has been given in the Jack Report.? 
Our broad conclusions are not very different from those drawn in these two 
documents,® but some of the results, and the way in which they are presented, 
are not the same. This is partly because newly prepared information on 
Federal expenditure has been made available to us, and partly because we 
have chosen to present the argument in a different form. 

The estimated gain on current account is of course a net figure. On the 
negative side, there is revenue derived from Nyasaland and paid to the 
Federal Government. On the positive side, two categories may be distin- 
guished: (i) the Nyasaland Government’s share of Federally-collected 
income tax (which is 6 per cent); and (1i) Federal expenditure which can 
be regarded as being for the benefit of Nyasaland. The first of these is 
straightforward; the second requires some comment. 

Two kinds of expenditure must be distinguished. The first can be 
directly allocated to Nyasaland—that is to say, it is expenditure which is 
known to have been incurred within the territory, and which may be presumed 
to have been for the direct benefit of its inhabitants. This consists mainly of 
spending by Federal departments on the services for which they are respon- 
sible, such as health, non-African education, and maintenance of inter- 
territorial roads. It also includes two rather different items: defence expen- 
diture, which has been allocated (except for the Air Force and some minor 
elements) on the basis of approximate battalion strengths in the territory; 
and interest payments made by the Federal Government on that part of the 
debt which is attributable to Nyasaland.* All these items together may be 
subsumed under the general heading of allocable Federal expenditure. 


1 Annexure to Federation of Rhodesia and Nyasaland Newsletter, 1959 (number 26; July 


3rd, 1959). Beate 
% er 5. t ' 

2 Fosept on the subject of Nyasaland’s ability to borrow, on which the analysis presented 
in Fiscal Benefits Accruing to Nyasaland is open to objection. This is referred to in Chapter 
ay: Pei of the Nyasaland public debt was taken over by the Federal Government 
when the Federation was established. Since then, borrowing rights have been reserved to 
the Federal Government. The proceeds of external borrowings are divided between the 
four governments—failing agreement on an alternative allocation—in virtually the same 
proportions as income tax revenue. The Federal debt attributable to Nyasaland thus 
comprises (a) the territory’s pre-Federation public debt, and (b) the Nyasaland government’s 
allasstinn at Hederal loans since Federation. 
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Apart from this, the Federal Government incurs expenditure which, 
while it must be regarded as being for the benefit of the three territories 
collectively, is not directed towards any one of them individually. ‘The main 
items are four: (i) general administrative expenses, such as the salaries of 
Federal civil servants in the capital; (ii) certain common services for which 
expenditure cannot be traced to particular territories—the Air Force being 
the most important; (iii) interest payments on the debt which the Federal 
Government has incurred since Federation in respect of its own expenditure; 
and (iv) the Federal revenue surplus. These items are together referred to as 
apportioned Federal expenditure. Throughout this chapter, they will be shown 
separately from the allocable expenditure. Some readers may feel that they 
should be omitted altogether, since any basis of apportionment is bound to 
be to some extent arbitrary. But most if not all of these expenses would have 
fallen on the territorial governments if there had been no Federation—in- 
cluding the revenue surplus, if the same rate of government capital expendi- 
ture had been maintained. Further, if we are to arrive at an estimate of 
redistribution between territories, such that the sum of territorial gains and 
losses is zero, all Federal expenditure (together with the surplus) must be 
taken into account. 

The basis of apportionment varies according to the type of expenditure. 
Briefly, the four main categories of apportioned expenditure have been dealt 
with in the following way :? 

(i) General administrative expenses have been distributed in propor- 
portion to the allocable expenditure of each department, where this 
was possible; otherwise they have been apportioned on the basis 
of all other expenditure. 

(ii) For other common services, the division has been made in the pro- 
portions used for assigning the expenses of the old Central African 
Council—i.e. Southern Rhodesia 50 per cent, Northern Rhodesia 
35 per cent, Nyasaland, 15 per cent. 

(iii) Interest payments on that part of the Federal debt which has been 
incurred since Federation, and which has been retained by the 
Federal Government, have been apportioned on the basis of Federal 
Loan Account expenditure in each territory. The same procedure 
has been adopted for the revenue surplus. 


Both the gains and the losses which the Nyasaland Government has 
incurred under Federation are set out in some detail in Table I. In our view, 
the most meaningful estimate of the net gain on current account is that shown 
in the last line of the table, which shows total receipts from the Federal 
Government (including apportioned Federal expenditure), minus current 
payments to the Federal Government, rounded so as to remove any mislead- 
ing appearance of great accuracy. These figures may be compared with the 
total estimated sums available to Nyasaland, both from revenues accruing 


1 In every case, we have taken the figures supplied by the F 
methods of apportionment outlined are theira PEt osToowas" Shiat -ceengestiel Aas 
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TABLE I 


Nyasaland Government Gains on Current Account since Federation 
(£ thou.) 


1954-55 1955-56 1956-57 1957-58 1958-59 
A. Contributions to Federal Revenue 


1. Income tax 534 842 800 900 1,013 
2. Customs ... Boe jes 868 895 847 792 831 
3. Excise se ae oe 112 199 222 248 281 
4. Posts and telegraphs sae 184 228 256 288 293 
5. Other Soe ate Pus 363 307 352 400 331 

Total aes os eee, OGL 2,471 2,477 2,628 2,749 


en ne ee ee 
B. Receipts from Federal Government 


1. Income tax allocation ... 1,745 1,825 2,455 2,460 1,950 
2. Allocable Federal expenditure 
(a) Education oY = 43 46 97 149 198 
(6) Health... bbs ide 395 508 543 744 769 
(c) Posts and telegraphs ... 197 242 320 310 306 
(d@) Other... 3 Se 1,195 1,568 2,101 1,924 2,270 
Total ... Sa an ss 830. 2,364 3,061 3,127 3,543 
Total (allocable receipts 
only: 1+2) Se Ste ee 4,189 5,516 5,587 5,493 
3. Apportioned Federal 
expenditure... es 530 881 1,302 947 846 
Total (all receipts: 14+2+3) 4,105 5,070 6,818 6,534 6,339 
C. Net gain on current account 
Allocable receipts minus 
contributions sia eee gg ol4 1,718 3,039 2,959 2,744 
2. Total receipts minus 
contributions 4 ... 2,044 2,599 4,341 3,906 3,590 
3. . Total receipts minus 
contributions (rounded to 
nearest £100,000) ..- 2,000 2,600 4,300 3,900 3,600 


Note. 1958-59 figures are provisional. 
Sources. (a) Nyasaland contributions to Federal revenue: Estimates prepared by the 


Federal Treasury. : 

(b) Receipts from the Federal Government. The figures for income tax allocations are 
taken from the Nyasaland Government accounts. All data on Federal expenditure, both 
allocable and apportioned, were supplied by the Federal Treasury. 


to the territorial Government and from Federal current expenditure which 
may be regarded as being for the benefit of the territory, in order to give some 
idea of their relative significance. This comparison is made in Table II below. 

It is clear from the two tables that the Nyasaland Government has gained 
very substantially on current account as a direct result of the territory’s 
membership of the Federation. The gain shown above may be overstated. 
One could argue that too large a share of apportioned Federal expenditure 
has been credited to Nyasaland; for example, a separate Nyasaland might 
spend nothing at all on an Air Force, and be no worse for this." Moreover, 
as will be seen in Chapter V,? a separate Nyasaland would be able to increase 


1 The amount of apportioned expenditure credited to Nyasaland under this heading is 
(228,000 for 1958-59, In Section 3. 
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TasBLe II 
Nyasaland Government Receipts! and Net Gains with Federation 
(£ mn.) 
1954-55 1955-56 1956-57 1957-58 1958-59 
Receipts: ile 
1. Revenue locally raised an 
retained® ... oe es 15 1.8 2.3 2e0 2.6 
2. Income tax allocation 1.7 1.8 2.5 25 19 
3. Federal expenditure on 
behalf of Nyasaland a6 24 3.2 4.4 4.1 4.4 
Total’... ma ape Pee ‘sey 6.9 9.1 8.7 8.9 
Net gain on current account ... 2.0 2.6 4.3 3.9 3.6 
Net gain as per cent of receipts* 35 38 47 45 40 


1 That is, revenue at the disposal of the Nyasaland Government plus Federal current 


expenditure on behalf of the territory. 
2 This comprises total current revenue as shown in the Nyasaland Government accounts, 


minus receipts from the allocation of Federal income tax, payments by the Federal Govern- 
ment for services rendered and in the form of reimbursements, Trans-Zambesian Railways 
interest and redemption figures, and Colonial Development and Welfare Grants. 

3 Sub-totals do not necessarily add to total because of rounding. 

4 The net gain many also be compared with revenue raised in Nyasaland itself, whether 
locally retained or received by the Federal Government. This is done in Table VIII below. 
its revenue from tariffs to some extent, without any significant effect on 
internal prices, by imposing common rates of duty on Southern Rhodesian 
and on overseas products. On the other hand, it must be remembered that 
the revenue originating in Nyasaland, with given rates of taxation, has itself 
been increased because of the higher level of expenditure within the territory 
which has resulted from Federation. Whatever adjustment might reasonably 
be made to the figures presented above, the gain from Federation must 
remain a very high proportion of the revenues which a separate Nyasaland 
government would have at its disposal without special assistance from 
outside. 

It can be seen from Table I that the effect of Federation has apparently 
been to decrease slightly the revenues at the disposal of the Nyasaland 
Government itself. This may be shown by comparing the estimated contri- 
bution from the territory to Federal revenue with the Nyasaland Govern- 
ment’s receipts of Federal income tax. 


1954-55 1955-56 1956-57 1957-58 1958-59 


Contributions to Federal revenue 2,061 2,471 2,477 2,628 2,749 
Income tax allocation ... Se pee cae 1,825 2,455 2,460 1,950 
Net loss of revenue oh =. 316 646 22 168 799 


The loss of revenue, however, has been very small, both in absolute terms 
and in relation to the similar losses sustained by the territorial governments 
of the Rhodesias.1 It is far outweighed by Federal expenditure on behalf of 
Nyasaland. With the help of the income tax allocation, and through being 
relieved of expenditure on services which have become a Federal responsi- 
bility, the Nyasaland Government has been able to spend considerably more 


1The sum total of these losses must be equal to the revenue at the disposal of the 
Federal Government, which over this period has averaged about £48 million per annum, so 
that the net loss to Nyasaland can be seen to be comparatively insignificant, 
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on the services which are still administered territorially.1 There has also 
been a rapid increase in current expenditure on Federal services such as 
health; and as will be seen below, the Nyasaland share of such expenditures 
has been rising, though it remains relatively small. 

The extent to which the Nyasaland Government has gained has been 
underestimated by some critics of Federation, because the significance of 
Federal current expenditure on behalf of Nyasaland has not been fully 
realised.” It has also (in our view) been underestimated in the Jack Report, 
where no account seems to be taken of what we have called apportioned 
Federal expenditure.? The figures which we have suggested as representing 
the net fiscal gain are therefore higher than any previous estimate; but al- 
though for the reasons given in the introduction to this chapter they cannot 
be regarded as at all firm or precise, they are probably nearer to whatever the 
true amount may be. 

Two conclusions may be drawn. (a) If Nyasaland ceased to be a part of 
the Federation, and became once again a separate political unit, the financial 
effects—in the absence of help from overseas—would be very serious. 
Higher rates of taxation would be necessary, and even with these a marked 
fall in the standard of services provided would probably be unavoidable. 
(0) If the benefits at present received from the Federal connection were to be 
made good by outside assistance, an annual sum of about £4 million would be 
required. 

Whether assistance would be provided is of course uncertain. It might 
be argued, however, that the recently-announced grants to Malta by the 
United Kingdom Government could be taken as a precedent—though 
these are not direct contributions to current revenue. The amount involved 
over the next five years will be about £6 million per annum, while the popu- 
lation of Malta is only about one-ninth of that of Nyasaland. Moreover, 
substantial grants-in-aid are made by the Treasury to the smaller West 
Indian Islands; and these grants also are larger in relation to population 
than the sum of £4 million mentioned above. Provided that Nyasaland 
remained a colony, it is at any rate a possibility that it would receive financial 
help from the British Government—though this might be only for a limited 
period, whereas the gain from the Federal connection is likely to be permanent. 
It is not necessarily correct to assume that if Nyasaland became a separate 
entity again, the financial position of its Government would be the same 
as it was in 1952; for the policies of British Governments have since become 
more generous. 


1Cf. the Jack Report, Table 13 on page 57. __ 

2 The expenditure data which we quote in this chapter have not been previously pub- 
lished. ’ ; 

3 Op. cit. pp. 3 and 58, The Report estimates the average annual current expenditure 
by the Federal Government on behalf of Nyasaland, for the three years 1956-57 to 1958-59, 
at {3.27 million. (Vide Table 14 on p. 58). This compares with our figure, as shown in 
Table II above, of £4.26 million. This largely explains the difference between their figure 
for the annual fiscal gain over this period, which is £2.75 million, and our estimate of 
approximately £3.9 million. (The remaining discrepancy is partly accounted for by a 
difference in definition). 
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In assessing the significance of the fiscal gains of Nyasaland, it should be 
remembered that some of the improvements in services have benefited Euro- 
peans in the territory rather than (or as well as) Africans, while other increases 
in expenditure have been on services, such as police, which may not always 
be recognised by Africans as a benefit. If we take only those benefits which 
accrue to Africans in a direct and visible way—such as health, education, and 
agricultural services—the value of the gains from Federation would come to 
less than {1 per annum per head of the African population.’ 

Nevertheless, the fiscal gains have been very real. The question that must 
now be considered is whether it is strictly correct to attribute them to Feder- 
ation as such, rather than to the connection with Northern Rhodesia. We 
therefore turn to a more general analysis of redistribution between the three 
territorial governments. 


4. Redistribution on Current Account Between the Territories 
(a) Introduction 

Our object in this section is to do for the Rhodesias what was done for 
Nyasaland in the previous section, and to arrive at a measure for each terri- 
tory’s gain or loss on current account such that, for any particular year, the 
estimates for each territory are consistent and the sum of the gains and 
losses comes to zero. In order to ensure consistency, we work from Federal 
data alone: that is, whenever there are two different ways of arriving at an 
estimate, according as one uses the Federal or the territorial accounts, 
we take the Federal Report of the Comptroller and Auditor-General as the 
master document.” We start with the current receipts of the Federal Govern- 
ment, including the territories’ share of Federal income tax.* These are set 
out in Table III, with Federal receipts broken down under seven headings. 
The contribution of each territory to this total is estimated. On the payments 
side, the share of each territory, both of income tax and of Federal Govern- 
ment current expenditures, has then to be estimated also. The difference 
between a territory’s contribution to the total of Federal receipts, and what 
it receives on the payments side of the Federal accounts, measures its net 
gain or loss. Since we include the Federal revenue surplus‘ in expenditure the 
gains and losses must be equal for the Federation as a whole. 


(6) The territorial origins of Federal revenue 
Our procedure here is to take the Nyasaland contribution as being the 
total shown in Table I above, and to allocate the remainder of Federal 


? Moreover, for many Nyasaland Africans any gains of this kind will have been more 
than offset by the effect of the tariff changes which have been introduced as a result of 
Federation (cf. Chapter V below.) The gains referred to may take the form of higher 
expenditure by the Nyasaland Government, for example on African education, as well as 
by ee aaaeras Seas as for example on health services. 

is means that the re shown for Nyasaland’s receipts from i 
differs slightly from that Sivet in Table I. . s Reasral Decanting 

§ But excluding territorial surcharge receipts, for which the Federal Government acts 

merely as a collecting agency, and which therefore involve no element of redistribution. 


‘ Defined to include the contribution to Loan Account, in ition 
shown in the Federal accounts, : POSES 2.8 saree 8 


REDISTRIBUTION OF INCOME BETWEEN TERRITORIES 41 


TABLE III 


Current Receipts from Territories by Federal Government 
mn.) 
EE 
1954-55 1955-56 1956-57 1957-58 1958-59 


1. Income tax 29.9 30.6 41.2 41.6 35.2 
(a) Paid to territories 5c. 10.8 11.0 14.9 15.0 13.4 
(b) Retained by Federal Govt. 19.1 19.6 26.3 26.6 21.8 
2. Customs BOO anc 460 7.6 10.2 11.0 11.8 13.3 
3. Excise ate ae BC 1.6 2:5 3.0 3.5 : 
4. Posts and telegraphs Sci 3.1 3.6 4.0 4.6 4.9 
5. Schools and hospital fees 0.7 0.8 0.9 1.0 1.1 
6. Recoveries of charges on loans 
and advances Ste ace I 4.5 5.5 6.9 7.9 
7. Departmental and _ miscel- 
laneous... ae ae 1,2 L2 2.3 1.8 Pal 
Total Federal receipts w» 47.8 53.3 67.9 71.4 64.5 
Total Federal retained revenue? 37.0 42.3 53.0 56.4 51.1 


1 Federal receipts minus income tax revenues paid over to the territorial governments 
—t.e., Federal current revenue as ordinarily defined. 

Note.—Sub-totals do not necessarily add to column totals, because of rounding. Figures 
for 1958-59 are provisional. 

Sources: All figures except those for the territorial share of income tax are taken from 
the Reports of the Federal Comptroller and Auditor-General. The territorial share is 
arrived at by taking the appropriate fraction of the retained income tax receipts of the 
Federal Government. This fraction is 36/64 up to 1957-58 inclusive, and 38/62 in 1958-59, 
Data for 1958-59 from the estimates presented in Financial Statement, 1959-60 (Govern- 
ment Printer, Salisbury, 1959). 


receipts between the Rhodesias. For income tax, there are no satisfactory 
data for making the allocation; we have used the figures of net tax collected 
as a basis. For customs, personal incomes have been used, weighted by type of 
income (non-African, African in employment, and income in the subsistence 
economy) so as to make a rough allowance for the different proportions of 
income thought to have been spent on imported products. On excise duties, 
information derived from the Federal Department of Customs and Excise 
and from manufacturers has been used, except for revenue from spirits which 
was assigned in the same proportions as the respective European populations. 
For all other revenue heads except departmental and miscellaneous, the estim- 
ates have been based on information supplied by the Federal Treasury and 
by the Federal departments directly concerned.’ For departmental and mis- 
cellaneous, we have only the Treasury estimate for Nyasaland already shown 
in Table I. For the Rhodesias, we have been reduced to splitting the re- 
mainder of the total between them equally.? 

The final result of this process is set out in Table IV, in which each of the 
categories of revenue listed in Table III is broken down by territory of origin. 
It can be seen that during the first five financial years of the Federation 


1 This applies only to the years 1956-57 to 1958-59 inclusive. We have made use of this 
Bee o cent ot the corresponding figures for 1954-56. These are given in brackets 


i le IV below. re - 
ni oA nalktier anicay procedure, but perhaps less unpromising than the obvious alter- 


native of dividing it in the same proportion as all other revenues, which would probably 
give Northern Rhodesia an unduly large share. 
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TaBLE IV 
Federal Receipts by Territory of Origin 


mn. 

1954-55 1955-56 1956-57 1957-58 1958-59 
ee eee 
1. Income Tax 


S. Rhodesia ee a 8.9 10.0 12.6 13.1 uy 
N. Rhodesia bed nas 20.5 19.8 Pt eii 27.6 16.6 
Nyasaland 0.5 0.8 0.8 0.9 1.0 
Ne ee a ee ee 
. Customs 
; Cee Rhodana ? ae 4.3 5.7 6.3 Of 2 (5.9) 
N. Rhodesia ate Se 2.4 Sys) 3.8 3.8 (2.9) 
Nyasaland bag 0.9 0.9 0.8 0.8 0.8 
lL aie a aa cg rechenene  lins I EG) ep et 
3. Excise 
S. Rhodesia # Sue 1.0 1.4 1.8 2 (2.2) 
N. Rhodesia mais nets 0.5 0.8 1.0 122 (1.1) 
Nyasaland . 0.1 0.2 0.2 0.2 0.3 


i 


4. Posts and telegraphs 


S. Rhodesia ais ae (2.2) (2.6) 2.9 3.3 (3.5) 

N. Rhodesia wea re (0.7) (0.8) 0.9 1.0 (1.1) 

Nyasaland sie ee 0.2 0.2 0.3 0.3 0.3 
5. Recoveries of charges 

S. Rhodesia “6 ava (2.4) (3.0) 3.8 4.6 (5.2) 

N. Rhodesia bab ees (1.1) (1.3) 1.4 1.9 (2.5) 

Nyasaland : are 0.2 0.2 0.3 0.3 0.2 
6. Other Revenue 

S. Rhodesia ec as (1.1) (1.2) (1.9) (1.7) Ai, 

N. Rhodesia oe aa (0.6) (0.7) (1.3) (1.0) (1.2) 

Nyasaland sa na 0.2 0.1 0.1 0.1 0.1 
Total 

S. Rhodesia Sas secu 9:9 23.9 29.3 S20 36.4 

N. Rhodesia ses ess 2038 26.9 36.1 36.6 25.4 

Nyasaland ane ms Foal 25 2:5 2.6 Poel 


Note. Figures in brackets arrived at partly or wholly by guessing. 


Sources: Reports of Federal Comptroller and Auditor-General for (a) the revenue totals 
and (6) figures of net tax collections by territory. Data on personal incomes (used in arriving 
at breakdown of customs revenue between the Rhodesias) from Monthly Digest, national 
income supplement. Other data from Federal departments and (in the case of excise duties) 
from manufacturers. 


approximately half the total current receipts of the Federal Government 
(defined in this way) was apparently contributed by Northern Rhodesia. 
This high proportion is explained by the fact that over 60 per cent of the 
single most important source of revenue—income tax—seems to have 
originated there. So far as other sources of revenue are concerned, Southern 
Rhodesia’s contribution appears to have been the largest, considerably 
exceeding the amounts raised from both the other territories together; but the 
effect of this was more than offset, in four out of the five years, by the yield 
from income tax. In 1958-59, however, the fall in income tax revenue in 
Northern Rhodesia was so great that for the first time since Federation it 
became smaller than the corresponding figure for Southern Rhodesia; while 
Northern Rhodesia’s total contribution seems to have been only about two- 
thirds of that from Southern Rhodesia, 
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The predominance of Northern Rhodesia during the first four years is 
a course due to copper. The Fiscal Review Commission estimated in 1957 
at 
“in 1956-57 no less than 30 per cent of the Federal Government’s 
revenues, 18 per cent of the Southern Rhodesian Government’s, 28 
per cent of the Nyasaland Government’s and 60 per cent of those of the 
Northern Rhodesian Government will be derived directly from the 
taxation of the Northern Rhodesian copper mining industry.” 
Correspondingly, the sharp fall in revenues from Northern Rhodesia in 
1958-59 may be attributed to the fall in the price and output of copper. No 
data for the year 1959-60 are yet available, but it is likely that the effects of 
the recession in copper will be equally apparent in that year.2 Taking this 
into account, a very rough guess may be made at the relative size of the three 
territorial contributions to Federal receipts over the first six years of Federa- 
tion. Out of a total of perhaps £370 million over this period, the amounts 
contributed by each territory may be guessed in round figures at: Southern 
Rhodesia, £180 million; Northern Rhodesia, £175 million; and Nyasaland, 
£15 million. 

No conclusions about territorial gains or losses can be drawn from the 
revenue side alone. We therefore consider in the following section the way 
in which Federal current payments appear to have been divided among the 
territories. 


(c) The division of expenditure 

On the expenditure side, the first distinction to be drawn is between the 
territorial share of total income tax receipts and current expenditure by the 
Federal government; while the latter, as we have seen in the previous section 
of this chapter, can be divided into allocable and apportioned expenditure. 
The estimated territorial share in each of these is shown in Table V. 

It becomes apparent that the respective territorial shares of income tax, 
as laid down constitutionally, are very unlike their shares of Federal current 
expenditure. In the first four years after Federation, the income tax paid out 
to the territorial governments was divided in the following approximate 
percentages: Southern Rhodesia 36; Northern Rhodesia 47; Nyasaland 17. 
From the beginning of the financial years 1958-59, these proportions have 
become respectively 37, 47 and 16. It will be seen that the Nyasaland share, 
although much the smallest, is very large in relation to the proportionate 
contribution which Nyasaland makes to Federal current receipts. On 
average, the Northern Rhodesian share has not been very different from its 
proportionate contribution to Federal receipts, while the proportion allocated 
to Southern Rhodesia has been considerably less than its contribution. 

When we turn to Federal current expenditure, the situation is very 


1 Report of the Fiscal Review Commission (Government Printer, 157). 

2 But eaves in copper since the first half of 1958 will mean a rise in the Northern 
Rhodesian share for the financial year 1960-61, and possibly in the year after. 

3 We do not wish to imply that it is unduly large. 
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TABLE V 
Territorial Shares in Federal Current Payments 


mn.) 
1954-55 1955-56 1956-57 1957-58 1958-59 
nS 
1. Income tax 


S. Rhodesia 50 aad 3.9 4.0 5.4 5.4 4.9 
N. Rhodesia aes Abn 5.1 C4 7.0 7.0 6.4 
Nyasaland 6 1.8 ZS 2.5 2.5 2.1 


DD ee ee 
2. Allocable Federal expenditure 


S. Rhodesi ane 19.8 22.3 24.5 26.8 26.1 
N. Rhodesia B00 oes 7.8 8.1 10.0 10.8 11.2 
Nyasaland Bc 1.8 2.4 ae 31 3D 


2 ee ee 
3. Apportioned Federal 
expenditure 
S. Rhodesia Sr ae 4.9 5.9 8.6 9.3 5.7 
N. Rhodesia sac ct 2.2 2.8 5.5 5.6 3.7 
Nyasaland 400 50 0.5 0.9 1.3 0.9 0.8 


4. Total Federal current 
expenditure? 
S. Rhodesia ial ee 
N. Rhodesia La Ft 
Nyasaland 


5. Total Federal current 
payments? 
S. Rhodesia aa Pee 28.6 32.2 38.5 4 
N. Rhodesia ee i 15.1 16.1 ZZeD 2 
Nyasaland eae bee 4.1 ig 6.9 6. 


1 That is, the sum of allocable and apportioned expenditure. 

* That is, total Federal current expenditure p/us income tax payments to territories. 

Sources: (a) Territorial shares of income tax revenue derived by applying the proportions 
laid down in the Constitution to the total estimated payment to all territories as shown in 
Table III. 

(6) Federal current expenditure by territory taken from estimates supplied by the 
Federal Treasury, adjusted so as to make current revenue and current expenditure equal. 


different. The Southern Rhodesian share, though it has tended to fall, 
remains by the far the largest. The respective percentages are shown below. 


1954-55 1955-56 1956-57 1957-58 1958-59 


S. Rhodesia avi sae 2 67 66 62 64 62 
N. Rhodesia ase Pr aor 27 26 29 29 29 
Nyasaland obs 350 te 6 8 8 7 9 


(Note: column totals do not necessarily come to 100 because of rounding.) 


Once again the Nyasaland share, though even more conspicuously the smallest 
is larger than the territory’s share of Federal receipts.! On the other hand, 
though the Northern Rhodesian contribution to Federal receipts over this 
five-year period seems to have been about one-half, the territory’s share in 
Federal current expenditure has been less than 30 per cent. 

Thus the most obvious feature of the present allocation of income tax 
revenue to the territories is that it redistributes income from the Rhodesias, 
and particularly Southern Rhodesia, to Nyasaland. On the other hand, the 


? Also, it has increased considerably since the first full financial year after Federation. 
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TABLE VI 
Selected Federal Government Expenditures by Territory, 1958-59 
(mn.) 
S. Rhodesia N. Rhodesia Nyasaland 
1. Central Africa Command Ss “cs 1.35 0.75 0.57 
2. Public debt ahr a Pe ae 4.37 1.50 0.41 
3. Posts and telegraphs ess 2.84 1.02 0.31 
4. Transport and public works? ass 3.63 2.00 0.75 
5. Agriculture’ ... Bae xe “0 2.67 1.18 — 
6. Education : 4.56 1.36 0.20 
7. Health 3.59 2:15 0.77 


? Expenditure under vote headings 19 and 22, Transport and Works and Public Works. 
* Expenditure under vote headings 36-40 inclusive, i.e. including research, Tsetse Control, 
Conservation and Extension, and Veterinary Services. 


Source: Estimates prepared by the Federal Treasury. 


effect of the present pattern of Federal expenditure on current account is to 
redistribute income from Northern Rhodesia to both Nyasaland and Southern 
Rhodesia. Since Federal expenditure greatly exceeds the territorial share 
of income tax revenues, it is the latter effect which is predominant. 

The large Southern Rhodesian share of Federal current expenditure is 
partly accounted for by two factors: first, a high proportion of the territorial 
debt which was taken over by the Federal Government at the time of Feder- 
ation was Southern Rhodesian, and service charges on this are therefore 
allocated to Southern Rhodesia; and second, the Federal Government is 
responsible for non-African agriculture and education, and the non-African 
population of Southern Rhodesia considerably exceeds that of the northern 
territories. In addition, more is spent in Southern Rhodesia on such services 
as health and communications. In Table VI some of the more important 
items of allocable Federal expenditure are shown by territory for the financial 
year 1958-59. 

(d) The comparison of receipts and payments by territory. 

In order to get some impression of each territory’s gain or loss on current 
account under the present fiscal system, contributions to Federal receipts 
must be compared with the corresponding shares in Federal payments. This 
is done in Table VII below. 

It will be seen that for the first four years in which the receipts and pay- 
ments of each territory can be compared, both Southern Rhodesia and 
Nyasaland gained at the expense of Northern Rhodesia. In 1958-59, however, 
Southern Rhodesia receipts and payments were about equal, and the much 
smaller Northern Rhodesian loss was roughly the same as the gain to Nyasa- 
land. Over the whole five-year period, the average annual gains of Southern 
Rhodesia and Nyasaland, as estimated in this way, exceeded £7 million and 
£3 million respectively, while the corresponding annual loss to Northern 
Rhodesia was over £10 million. 

Besides the absolute amounts of these territorial gains and losses, their 
relative size for each territorial government is of interest. An indication of 
this is given in Table VIII below. In this table the revenue accruing to 


0 4 
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TABLE VII 
Estimated Divect Gains or Losses on Current Account 


(£mn.) 
1954-55 1955-56 1956-57 1957-58 1958-59 
ag Se oa Ot a a 
1. Southern Rhodesia 


Payments to Federal Govt. 19.9 23.9 29.3 32:2 36.4 

ciate of total receipts... 28.6 32.2 38.5 41.5 36.7 
en ee 

Difference ... Sh we Of 8.7 + 8.3 + 9.2 + 9.4 + 0.3 


a ORR aaa 
2. Northern Rhodesia 


Payments to Federal Govt. 25.8 26.9 36.1 36.6 25.4 

Share of total receipts... Ten 16.1 22.5 23.4 21.3 

Difference ... Bee son LOST —10.8 —13.6 —13.2 — 4.1 
3. Nyasaland 

Payments to Federal Govt. ZK 25 Z:5 2.6 AR | 

Share of total receipts... 4.1 5b 6.9 6.5 6.4 

Difference! oe ae 9/20 + 2.6 + 4.4 + 3.9 + 3.7 


1 These figures are not always identical with those given in Table I above, because we 
did not use exclusively Federal data in that Table. 

Source: All figures derived from Tables IV and V above. Gains and losses do not add 
precisely to zero because of rounding. 
each of these governments from local sources is added to the estimated 
amounts paid over to the centre from within the territory. The sum of these 
is shown as ‘ total revenue from territory’; and it gives a very rough im- 
pression of what each territorial government’s current revenue might have 
been in the absence of Federation.1 By expressing the net gain or loss on 
current account, as shown in Table VII above, as a percentage of this total, 
we derive some indication of the proportionate difference which Federation 
may have made to the current receipts of each of the three governments. 

Our methods of estimation are so rough, and the assumptions that other | 
things would have been equal so unreal, that no significance can be attached 
to the precise percentages which are given in Table VIII. Nevertheless, 
it seems clear that Northern Rhodesia has so far lost as a result of Federation, 
and that Southern Rhodesia has gained, to an extent which is considerable 
in relation to territorial revenues of each.? The gain to Nyasaland, as we have 
already seen, is very large. ’ . 

The question arises of how far this situation can be taken as typical, or 
whether the relative situation of the two Rhodesian Governments may change 
as time goes on. As we have noted, the Southern Rhodesian contribution 
to Federal revenue seems to have exceeded considerably that of Northern 
Rhodesia in 1958-9, and the position was probably much the same in 1959-60. 
The immediate prospects are for a recovery in the Northern Rhodesian 
share; but over a longer period, economic expansion in Southern Rhodesia 


; 1 Though as we have emphasised, the amounts paid to the Federal Government from 
within each territory must themselves have been affected, to an extent that cannot be 
assessed, by the financial and other consequences of Fedcration. 

_ *No percentages can be quoted for Southern Rhodesia in 1954-55, or Northern Rhodesia 
in that year and the following one. But it is obvious that on any reasonable assumption 
about the size of local revenue, these ratios would all exceed 25 per cent. 
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TaBLE VIII 
Apparent Effect of Federation on Territorial Finances 


(£mn. 
1954-55 1955-56 1956-57 1957-58 1958-59 
1. Southern Rhodesia : 


Locally retained revenue... N.A.1 10.1 11.8 14.0 1 
Payments to Federal Govt. 20.0 23.9 29.1 32.1 364 
ee Sent Ae SET Seer 
Total revenue from territory N.A. 34.0 40.9 46.1 51.2 
a se ee 
Net gain on current account 8.7 8.3 9.2 9.4 0.3 


eS Ta Arne eae eet eet ew een eee te be es 
Gain or loss as per cent of 
totalrevenue... ons N.A. 24 23 20 negligible 
a eee _ ee ES een 6 ese ith eepetiort Dean 
2. Northern Rhodesia 


Locally retained revenue... N.A.? N.A.? 11.1 10.5 9.2 
Payment to Federal Govt. 25.8 26.9 36.1 36.6 25.4 
ee ee ee ee 
Totalrevenue fromterritory N.A. N.A. 47.2 47.1 34.6 
eee ee ea eee eve ee Pere) tet eee Re ome NM _geereents ee 
Net gain on current account —10.7 —10.8 —13.6 —13.2 —4.1 
Gain or loss as per cent of 
total revenue .... si fae N AS N.A. 29 28 12 
3. Nyasaland 
Locally retained revenue ... 15 1.8 2.3 2.1 2.6 
Payments to Federal Govt. Pepi 2.5 2.5 2.6 onl, 
Total revenue from territory 3.6 4.3 4.8 4.7 5.3 
Net gain on current account 2.0 2.6 4.4 3,9 3.7 


Gain or loss as per cent of 
total revenue .... eos 56 60 92 83 70 


1 Not available, because the Southern Rhodesian territorial accounts do not give 
separate figures for the year 1954-55. 

2? Not available, because for these two years the Northern Rhodesian accounts do not 

give a separate figure for revenue from the territorial surcharge. 
—and in particular, the growth in manufacturing industry—may result in 
its becoming increasingly the chief contributor to Federal revenue. It would 
therefore be unwise to generalise about the future from the experience of 
Federation up to now. 

Two factors should be borne in mind, however, in considering future 
prospects. First, the development which may change the balance of contri- 
butions to Federal revenue, and increase the share of Southern Rhodesia, 
may also change the balance of Federal expenditure even more decisively 
in favour of that territory, especially if it is accompanied by a high rate of 
European immigration. The present division of income tax revenues between 
the territories might also, in these circumstances, be altered in favour of 
Southern Rhodesia. Thus the date at which both the Northern territories 
gain at the expense of Southern Rhodesia may be a distant one. 

Second, a relatively faster increase in revenues arising in Southern 
Rhodesia, and the more rapid rate of economic expansion which would give 
rise to it, would both be in part the result of the fact that Federation, and the 
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creation of a Federal customs union, has improved the economic prospects 
of Southern Rhodesia to the possible detriment of the northern territories. 
This matter is taken up in Chapter V. 

In concluding this section, it must be emphasised that only one firm 
result has been derived: that the present fiscal system has redistributed 
income from Northern Rhodesia to the other two territories; and that the 
extent to which it has done so, and may for some time at least continue to 
do so, seems to be considerable. No obvious inference can be drawn from 
this fact. In particular, two results have not been established. (a) It cannot 
be concluded from the evidence presented here that it was a mistake for 
Northern Rhodesia to join the Federation. It has already been argued, in 
the previous chapter, that it may be advantageous on general economic 
grounds for the copper revenues to be used for the benefit of a wider area 
than Northern Rhodesia. Whether such an arrangement ought to be accepted 
by Northern Rhodesia, and precisely what form of closer association with 
other territories should be adopted, are matters not of economic but of 
political judgment. (5) It cannot be inferred that Northern Rhodesia has 
been treated unjustly. This again is not an issue that can be settled simply 
by analysing public finance statistics. Other factual data, together with value 
assumptions about the relative claims of different sections of the Federal 
community, would be required to reach a conclusion about it. 


(e) The possible financial implications of linking Northern Rhodesia and 
Nyasaland ; 

That the Nyasaland Government has gained financially from Federation 
cannot be disputed; but it is arguable that similar or greater gains might 
have been made if the territory had been joined with Northern Rhodesia 
alone. There is no way of testing this hypothesis satisfactorily; for the 
course of economic change might have been very different if this had hap- 
pened, and one can only speculate about the precise arrangements which 
would have been made in associating the two territories. Here we make two 
simple and convenient—but not necessarily realistic —assumptions: (a) that 
the amounts contributed by each territory to the centre would have been 
the same as they have been under the present Federation—i.e., the amounts 
shown in Table IV above; and (b) that on the expenditure side the revenue 
thus paid over to the central authority would have been divided between 
Northern Rhodesia and Nyasaland—either by revenue allocations or as central 
government expenditure—in the ratio of three to one. . 

The result of these assumptions is summarised in the table on p. 49. 
In this table the gains and losses under Federation are taken directly from 
Table vil above, while the other (hypothetical) figures are derived from the 
assumptions just specified. Not surprisingly, the result suggests that both 


1 This ratio is somewhat higher than the ratio of the North i | 

C ; ern Rhodesian to the N - 
pee ae of income tax receipts up to 1957-58; from 1958-59 the two are equal. So ies 3 
ederal expenditure is concerned the present ratio (cf. Table V) is rather over three to one. 
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a 
(£ mn.) 1954-55 1955-56 1956-57 1957-58 1958-59 


1. Nyasaland 
Net gain under Federation 2.0 2.6 4.4 3.9 3.7 
Net gain with N. Rhodesia 
alone ais sid aK 4.9 4.8 ue! 7.2 4.3 
2. Northern Rhodesia 
Net loss under Federation... 10.7 10.8 13.6 13:2 4.1 
Net loss with Nyasaland 
alone one cet oes 4.9 4.8 ep 7.2 4.3 


the northern territories might have gained financially in this period had they 
been together, and separate from Southern Rhodesia, rather than members 
of the present Federation. (In fact, the table merely shows a possible way 
of assigning to the northern territories the gains made by Southern Rhodesia, 
as given in Table VII above.) Although no significance whatever can be 
attached to the particular figures arrived at here, the general conclusion they 
point to must be regarded as inescapable. 

Once again, no political inference can be made from this fact alone. It 
does not follow that Northern Rhodesia and Nyasaland ought to have been 
linked together, to the exclusion of Southern Rhodesia, nor that this should 
now be done.? One further conclusion can be drawn, however. While it 
is true to say that Federation has brought substantial fiscal gains to Nyasaland, 
it is also true that equivalent if not larger gains might in this period have 
resulted from association with Northern Rhodesia alone. For this reason, 
the statement often made that Nyasaland would not be ‘ viable’ outside the 
present Federation is misleading;? for the financial benefits which have 
accrued to Nyasaland so far appear to have been the result, not of Federation 
as such, but of the connection with Northern Rhodesia.* The statement ceases 
to be misleading only if the prior assumption is made that the only way 
in which Nyasaland can be associated with Northern Rhodesia is through 
membership of the Federation in its present form.> This assumption may 
be reasonable and justified; but the justification must be based on political 
rather than economic considerations. 

1 Though it must be emphasised again that this particular period may prove to have 
been exceptionally favourable to Southern Rhodesia in this respect. _ 

2It is interesting to note that the unification of the two territories was recommended 
in 1917 by Alexander Hetherwick, a Nyasaland missionary. At this time, of course, the 
copper mining industry had not been developed and the European population of Northern 
Rhodesia was tiny. (Cf. Taylor and Dvorin, op. cit., p. 67). ‘ - 

3 Apart from having as a rule no particular meaning, since the term ‘ viable ’ is not 
used in any strict or consistent sense. A general renunciation of this and other inert meta- 


phors—such as the concepts of ‘economic strength ’ and ‘ standing alone ’—would be a 


definite aid to clarity in discussion. : / ; . 
4 Though, as wall be seen in section 5 of Chapter V, there is an important respect in which 


Nyasaland may benefit from association with Southern Rhodesia as well. 
ac The fact that it then ceases to be misleading does not mean that it thereby becomes 


correct. 
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IV 
PUBLIC CAPITAL EXPENDITURE 


1. Public Investment in Nyasaland 

Capital expenditure in Nyasaland is undertaken by both the Federal and 
the territorial governments, in connection with the functions for which they 
are individually responsible. The expenditures which have been made by 
the two governments since the establishment of the Federation are set out 
in Table I below. 


TaBLE I 
Public Capital Expenditure in Nyasaland since Federation 
(£ thou.) 


1954-55 1955-56 1956-57 1957-58 1958-59 


Nyasaland Government ... ne 755 1,237 1,902 2,713 2,749 
Federal Government = apical ye | 1,383 1,693 912 793 
Total ste is kg aga Wek 984 2,620 3,595 3,625 3,542 


Sources. Data for Nyasaland are taken from the Jack Report (Table I on page 63 of the 

Report). Data for the Federal Government were supplied by the Federal Treasury. 
The average figure for this five-year period, taking both governments to- 
gether, is about £3.1 million per annum. This is considerably higher than 
the annual average for the Nyasaland Government in the five full years 
preceding Federation, which was approximately £1 million.1 These two 
figures are not comparable, since the Nyasaland Government’s capital 
expenditure in recent years, even if the territory had remained separate, 
would certainly have exceeded the 1948-52 levels; but there can be no doubt 
that Federation has led to a higher rate of public investment than would 
have been possible if Nyasaland had remained separate. The memorandum 
on Fiscal Benefits Accruing to Nyasaland from Federation puts the difference 
at {1 million per annum. 

It is a common practice to add this estimated difference to the fiscal 
gains which the Nyasaland Government has made on current account under 
the present financial arrangements. But this is not a legitimate procedure. 
It can be defended on the grounds that the additional funds which have been 
available to finance capital expenditure would have to be found, in the absence 
of Federation, from the Nyasaland Government’s current revenues. As will 
be seen in the next section, however, this is not necessarily the case. Even 
if it were true, the argument ignores the fact that, while the gains on current 
account create no liability to the Nyasaland Government, the higher level 
of public investment has brought about corresponding increases in its financial 
obligations. : 

This is obviously the case with respect to investment carried out by the 
Nyasaland Government itself, in so far as this is financed by borrowing. 

1 Jack Report, p. 63. 
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Interest and amortisation charges have to be paid on loans, including the 
territorial Government’s share of loans raised by the Federal Government. 
The increase in public capital expenditure does not therefore represent a 
gain which can be classed with the gains made by the Nyasaland Government 
on current account. In so far as the Nyasaland Government has been able 
to invest more in the services for which it remains responsible, because of 
the extra loan finance that has been available since Federation, this may be 
regarded as an advantage to the territory which is additional to the gains on 
current account; but the two are distinct, and cannot be added together. 
In the following section we shall consider how far the advantage which 
Nyasaland has derived in this way can be attributed to the Federal connection, 
and whether it is necessarily dependent on the maintenance of that connec- 
tion. 

A similar argument applies to capital expenditure within Nyasaland by 
the Federal authorities, but with an important qualification. The argument 
is applicable because Federal borrowings create liabilities for the Federal 
Government, which have to be met from future current revenue; and part 
of this current revenue is derived from Nyasaland. Thus Federal as well as 
territorial investment is associated with corresponding liabilities to Nyasa- 
land. There is however an important difference between the two. In the 
case of territorial capital expenditure financed by loans, the correspondence 
is exact, whereas with Federal expenditure there may be an element of redis- 
tribution between territories, in so far as expenditures may not be matched 
with the increases in liabilities for each particular territory. In the case of 
Nyasaland, for instance, the territory’s proportionate contribution to Federal 
current revenue, out of which future liabilities must be met, has been different 
from its share of Federal capital expenditure; and since the latter ratio 
exceeds the former, Nyasaland may be said to have benefited financially. 

This benefit can be measured in two ways. The first method has already 
been adopted in Chapter III. There we apportioned both the Federal 
revenue surplus and the Federal Government’s share of borrowings since 
Federation, in accordance with Loan Account expenditure in each territory. 
The surplus in any given year is apportioned in toto; while the interest 
charges on Federal loans (and not the principal) were taken as showing the 
amount that could be attributed to each territory in respect of these loans. 
On this measurement the full financial gains made by Nyasaland have been 
shown already, and it would be wrong to add to this estimate a further 


1 It is in fact taken into account in our measure of the gain on current account; for we 
include the interest charges on the Nyasaland share of Federal borrowings as expenditure 
allocable to Nyasaland, and as a payment by Nyasaland to the Federal Government (as 
part of the item ‘ recoveries of charges on loans and advances ’). The two, are of course, 
identical, so that the current account gain in respect of these Nyasaland borrowings is 

$ zero. 
caer ceaamis ti far as Federal capital expenditure in Nyasaland may be thought of as 
being financed from the Federal current revenue surplus, the fact that some part of this 
surplus is attributable to Nyasaland means that the expenditure cannot be regarded as 


re gain to the territory. ; 
oe - Though they must of course be equivalent for the Federation as a whole. 
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allowance, in so far as the proportion of capital expenditure going to Nyasaland 
exceeds the territory’s anticipated contribution to the financing of this ex- 
penditure. This would involve double-counting of the benefits connected 
with Loan Account expenditure. 

The alternative is to estimate the cash gain or loss to each territory 
annually, in the sense of net payments or receipts which are not matched by 
the creation of corresponding liabilities. This would involve a different 
computation of the current account gain from that presented above, in which 
the Federal revenue surplus, and the interest payments on the Federal 
Government’s share of borrowings since Federation, would not be appor- 
tioned to territories. Correspondingly, the territories’ imputed share of these 
would be omitted from the total of territorial current payments to the Federal 
Government. The redistributive effect of Federal Loan Account expenditure 
would then be shown separately, by comparing each territory’s share of this 
expenditure with its estimated contribution to Federal current revenue. Thus 
instead of considering interest payments on the Federal Government’s share 
of borrowings since Federation, this method assigns the principal to each 
territory.? 

The second method has the advantage of yielding a measure of each 
territory’s gain or loss in a given year which shows more accurately the 
effects of Federal finance on the income generated in the territories. The 
first method has been preferred, since it enables us to allocate all Federal 
current receipts and expenditure, and shows the current account rather than 
the cash gain or loss. But since the redistributive effects of Federal Loan 
Account expenditure are of intrinsic interest, they are shown in the third 
section of this chapter. These effects, however, are not to be considered as 
additional to the gains or losses which were estimated in Chapter III, but as 
an alternative way of presenting one aspect of the general redistributive 
effects of Federal finance which have already been analysed there. 


2. The Financing of Public Investment in Nyasaland 

Expenditure on Loan Account by the Federal Government? has been 
financed partly from current revenue and partly by borrowing, either in the 
local market or overseas. The capital expenditure of the Nyasaland Govern- 


_) The difference can be illustrated by taking Nyasaland in 1958-59, and estimating the 
gain with respect to Loan Account expenditure by each method. By the first method, we 
add the Nyasaland apportioned share of the Federal revenue surplus and the interest pay- 
ments on the Federal share of Federal borrowings since Federation, and deduct from the 
total that part of it which can be imputed to Nyasaland. This gives us (in round figures) 
£220,000. By the second method we take Loan Account expenditure in Nyasaland for that 
year, and deduct from it the imputed Nyasaland contribution to total Loan Account 
expenditure, which is derived from its estimated contribution to Federal current revenue. 
The territory's share of expenditure was about 4 per cent, while its estimated contribution 
to current revenue was only 1 per cent. Thus the cash gain may be put in this year at 
approximately 3 per cent of Loan Account expenditure, which comes to about £600,000. 
Over a long period the two methods will give fairly similar results, but at present the second 
migthod would show larger current gains or losses than the first. 

Throughout this chapter we take Federal capital expenditure as being the expenditure 


shown on Loan Account. This includes advances—e t : 
as expenditure on goods and services. -g., to statutory corporations—as well 
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ment has been covered in part from internal sources—the current revenue 
surplus, and the surpluses accumulated by the Agricultural Production and 
Marketing Boards.! In addition, annual contributions have been made by the 
United Kingdom Government, in the form of Colonial Development and 
Welfare grants. Most of the necessary finance, however, has come from 
borrowing. Loan finance has been provided in two ways: first, from the 
territorial Government’s share of 6 per cent of Federal loans?; and second, 
from two special loans, each of £1 million, made available by the Colonial 
Development Corporation and by Rhodesian Selection Trust, Limited. 

The fact that Federation has made possible an increase in public capital 
expenditure in Nyasaland is sometimes explained by saying that since 
Federation the territory ‘ has shared in the credit-worthiness of the Feder- 
ation as a whole ’.® It is pointed out that in the years before Federation the 
Nyasaland Government had considerable difficulty in borrowing, whereas 
it is now entitled to a share of Federal loans, and has been relieved of respon- 
sibility for capital expenditure on the services which have been taken over 
by the Federal Government. While this is not incorrect, it is a considerable 
over-simplification. 

This is partly because the explanation is strictly relevant only to the 
capital expenditure undertaken by the territorial Government, not to Federal 
Loan Account expenditure within the territory. It is true that the amount of 
Federal investment in Nyasaland is affected by the total funds available to 
the Federal Government, whether these come from the Federal revenue 
surplus or from loans. To this extent it may be said to be dependent on the 
credit-worthiness of the Federal Government. But it is mainly determined, 
not by the total amount of Federal investment, but by the share of this total 
which Nyasaland receives. This share will be considered in the following 
section. 

Even if the analysis is confined to expenditure by the Nyasaland Govern- 
ment, however, it remains over-simplified for three reasons. 

First, the fact that the Nyasaland Government, in the years before 
Federation, succeeded in raising only one loan for general purposes, ‘ after 
years of negotiation ’, is not necessarily a reflection on its credit-worthiness. 
During the post-war years the borrowing applications of colonial govern- 
ments exceeded the amounts that could be raised on the London market, so 
that both the amount and timing of the Nyasaland loan were no doubt 
affected by the need to weigh the claims of Nyasaland against those of other 


territories. 
Second, there is now a more important reason why the experience of 


1 These have been used to build up an African Development and Welfare Fund. But 
this source of finance is now disappearing, since the present policy of the Boards is to pay 
producers on average the full market price for their produce. 

2 Strictly, speaking, this statutory proportion applies only to external loans, and then 
only in the absence of agreement among the four governments to divide the proceeds in 
some other way. In practice, however, the division of all loans, both internal and external, 
has conformed closely to the statutory proportions, 

3 Fiscal Benefits, p. 4. 
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earlier years is no longer fully relevant. Since the passage of the Colonial 
Development and Welfare (Amendment) Act of 1959, colonial governments 
are no longer restricted in their borrowing to what they can raise in the London 
market: the new device of Exchequer Loans, which are made directly by the 
United Kingdom Government, has been adopted in order to increase the 
loan finance available to them.1 Thus the funds at the disposal of these 
governments can no longer be said to be dependent only on their credit- 
worthiness in the traditional sense of the term. 

Third, it is misleading to imply that the higher level of capital expenditure 
which the Nyasaland Government has been able to undertake, on the services 
for which it remains responsible, is entirely due to the fact that a larger 
amount of loan finance has been made available to it. Finance has been a 
necessary condition of a higher rate of public investment, but in itself it 
would not have been sufficient. Capital expenditure creates liabilities for the 
future, not merely in terms of the service charges on the loans which are used 
to finance it, but because the assets which it brings into existence—such as 
new roads or schools—imply a higher level of future current expenditure if 
they are to be properly operated and maintained. Thus the increase in the 
current revenues at the disposal of the Nyasaland Government for territorial 
services, together with the assumption of responsibility by the Federal 
Government for current expenditure on other services, has been an important 
factor in making possible a higher rate of investment by the territorial Govern- 
ment than would otherwise have been practicable. The fiscal gains which 
have been described in the previous chapter have been of value not only in 
themselves, but as a prerequisite of greater capital expenditure. 

In so far as the increase in borrowing by the Nyasaland Government 
can be attributed to the improvement in its budgetary position, it must 
strictly be imputed to association with Northern Rhodesia, rather than to 
Federation as such.” It is impossible to say whether, if Nyasaland had been 
associated with Northern Rhodesia alone during this period, the rate of 
public investment in the territory would have been higher or lower; but as 
we have seen in the previous chapter, the gains made by the Nyasaland 
Government on current account would very probably have been greater, and 
this would at least have permitted a higher level of borrowing.® 

It is not necessarily true, therefore, that in the absence of Federation the 
Nyasaland Government would have to spend less on capital account in 
relation to the services for which it would then be responsible, and that it 
would have to finance a much higher proportion of its investment from 
current revenue raised within the territory. This would result only if Nyasa- 


? Vide Cmnd. 672 (H.M.S.O., February 1959), pp. 8-10. 

* Although, as was noted in the previous chapter, the Southern Rhodesian contribution 
to Federal current receipts may well become relatively larger in the future than it has been 
on average so far. 

° Moreover, the special loan made to the Nyasaland Government by the Rhodesian 
Selection Trust, while it would not have been available if the territory had remained separate, 


may reasonably be held to have been the outcome of association with Northern Rhodesia 
rather than of Federation as such, : 
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land became a separate territory once more, with no increase in financial help 
from overseas. As with the fiscal gains which the Nyasaland Government has 
made on current account, the higher level of capital expenditure, which has 
been possible since Federation, can only be regarded as being the result 
of Federation as such if this prior assumption is made. 


3. Federal Capital Expenditure 

In this section we consider investment expenditure by the Federal 
Government, its distribution between territories and the financial implica- 
tions of this distribution, and the appropriateness of the share which Nyasa- 
land receives. : 

In presenting evidence on this subject, two problems arise: first, what to 
include within the category of Federal capital expenditure; and second, the 
methods of attributing this expenditure to different territories. 

We deal with the first problem by taking (with minor adjustments) 
Federal expenditure on Loan Account. In a sense this is a compromise 
solution, since a case can be made out for using either a higher or a lower 
total. The difficulty arises over the treatment of expenditure by (or advances 
to) the statutory corporations, and it is illustrated most clearly by the case of 
the Federal Power Board and expenditure on the Kariba project. 

The first stage of this scheme, which has just been completed, has been 
financed almost entirely by overseas loans. The total amount of loan finance 
provided was £74.6 million, of which the greater part ({£46.6 million) was 
lent direct to the Federal Power Board, while the remainder was lent to the 
Federal Government which in turn has re-lent to the Board. An argument 
can be made out alternatively (i) for omitting from the definition of Federal 
capital expenditure all expenditure on Kariba, at any rate when the Nyasaland 
share is being assessed, or (ii) for including the whole cost of the project, 
and not merely that part which happens to show up in the Federal accounts. 
The first alternative could be defended on the grounds that the money 
provided for Kariba would not have been made available for any other 
purpose, and has therefore not reduced the amounts that can be used to 
finance other forms of loan expenditure. The case for the second alternative 
is that it seems arbitrary to include or exclude expenditure according to its 
administrative classification rather than its economic significance. Similar 
considerations apply, in part at least, to the other statutory corporations. 
Thus the figures which we present below are not the only ones which might 
be taken. They have the advantage however of being straightforward, and of 
comprising exclusively and almost entirely the loan expenditure for which the 
Federal Government has formal responsibility. cult Hae 

The second problem of allocating expenditure between territories, is 
similar to that which arises in relation to current Federal expenditure, and 
which has been discussed in the previous chapter. Part of expenditure on 
Loan Account can reasonably be allocated to territories directly, since it is in- 
curred within particular territorial boundaries; but part has to be apportioned 
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TaBLE II 
Federal Loan Account Expenditure since Federation* 
(£thou.) 
1954-55 1955-56 1956-57 1957-58 1958-59 
Die Se ee ee ee 
Southern Rhodesia Sti poet pbt3553 9,652 13,236 12,729 11,230 
Northern Rhodesia adh des 5,031 4,518 9,486 8,180 8,005 
Nyasaland ar ia Pe APA 1,383 1,693 912 793 


Totals. oo aa ae 175853 15,553 24,415 21,821 20,028 
8 ee Ee eee ee ee 

1All Loan Account expenditure is included here, except for a temporary advance of 
£5 million (now repaid) to the Grain Marketing Board in 1956-57. A loss of £809,000 in 
1957-58 on the disposal of surplus maize has been allocated by us between Southern and 
Northern Rhodesia in the proportion of 2:1. This is the only case in which we have departed 
from the methods of allocation adopted by the Federal Treasury (in which this item is 
omitted altogether). Data for 1958-59 are subject to revision. 

Source: All figures supplied by the Federal Treasury. 


TaBLE III 
Territorial Shares of Federal Loan Account Expenditure 
(Percentages) 
1954-55 1955-56 1956-57 1957-58 1958-59 | Total (five 
years) 
Southern Rhodesia 65 62 54 58 56 59 
Northern Rhodesia... 28 29 39 38 40 35 


Nyasaland ... at Zi 9 7 4 4 6 


in accordance with a formula of some kind. The two main categories of 
apportioned expenditure are (i) advances to Rhodesia Railways, and (ii) 
advances to the Power Board in connection with Kariba. The first has been 
divided in the proportion 60:40 between Southern and Northern Rhodesia 
respectively, while the second has been divided equally between the two ; 
Rhodesias. In addition, there have been much smaller advances to Central 
African Airways. These have been apportioned in accordance with the 
formula which was used for dealing with the expenses of the Central African 
Council: Southern Rhodesia, 50 per cent; Northern Rhodesia, 35 per cent; 
and Nyasaland, 15 per cent. 

Expenditure on Loan Account by the Federal Government during the 
period 1954-55 to 1958-59, and its distribution between the three territories, 
is shown in Table II. The proportionate shares of each territory are set out 
in Table ITI. 

It can be seen that the Nyasaland share of Loan Account expenditure has 
been small. Over the whole five-year period, it has been approximately 6 
per cent, as compared with 59 per cent and 35 per cent for Southern and 
Northern Rhodesia respectively; and in the last two years it has fallen lower 
still, though this may well be temporary. If the advances made for Kariba 
are excluded, the Nyasaland share rises for the whole period to between 
7 and 8 per cent. If the whole of the Kariba expenditure were to be included, 
it would fall to below 5 per cent. These proportions are roughly comparable 
to those shown for Nyasaland in the previous chapter, in respect of Federal _ 

* These methods of apportionment have been adopted by the Federal Treasury. 
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TABLE IV 


Territorial Contributions to Federal Current Revenue 
(Percentages) 


1954-55 1955-56 1956-57 1957-58 1958-59 Total ( five 


years) 
a a a ee ee Ss 1 La 
Southern Rhodesia At 47 45 47 62 49 
Northern Rhodesia... 56 51 55 52 37 50 
Nyasaland ... < h 2 — — 1 1 


Note.—Totals do not in every case add to 100 because of rounding. The Nyasaland 
share in 1956-57 and 1957-58 was positive but negligible. 3 Z 


current expenditure; but unlike the Nyasaland share of current expenditure, 
they have tended to fall rather than rise. 

The sharp increase in the share going to Northern Rhodesia after 1955-56 
is partly though not entirely explained by the advances made for Kariba, 
which began in 1956-57. Exclusion of these would bring down the Northern 
Rhodesian share in the last three years of the period covered, while inclusion 
of the full amount of Kariba expenditure would raise it further. 

We have noted that in so far as a territory’s share of Federal Loan Account > 
expenditure exceeds its proportionate contribution to Federal current 
revenue, it may be said to gain financially at the expense of the others. 
This has already been taken into account implicitly in the estimates presented 
in the previous chapter; but it may also be shown more explicitly, by compar- 
ing the percentages shown in Table III above with the percentage contribu- 
tions to Federal revenue, which are given in Table IV below. It must be 
emphasised that it is Federal retained revenue which is relevant here—that is, 
Federal current revenue as ordinarily defined and shown in the Federal 
accounts, and not the concept which we used in the previous chapter, of 
Federal current receipts which includes the proportion of income tax receipts 
which is paid to the territorial governments. Thus the contribution of each 
territory is measured by its share of Federal current receipts, as shown in the 
last lines of Table IV in Chapter III, minus that territory’s receipts of income 
tax as given in the first lines of Table V in that chapter. 

It is clear that the Nyasaland contribution to Federal current revenue 
has been minute, and consistently smaller than its proportion of Loan Account 
expenditure. For Southern Rhodesia, the latter ratio has also exceeded the 
former, except in 1958-59.! Both territories may therefore be said to have 
gained in this way at the expense of Northern Rhodesia. Only in 1958-59 
(and presumably in 1959-60 also) has the Northern Rhodesian share of 
Federal Loan Account Expenditure apparently exceeded its contribution to 
Federal current revenue. 

If we compare it with the financial contribution of the territory, the 
Nyasaland proportion of Federal capital expenditure, small though it is, 
looks relatively generous. It may also be argued that in so far as the test 
BoA Te have palates ont cae ee neat evens than in eatller years would have 
been contributed from Southern Rhodesia, 
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of profitability is used in deciding the territorial distribution of public 
investment,! the Nyasaland share is bound to remain small because of the 
lack of projects there which would earn a reasonably high rate of return on 
capital.2 This argument cannot be properly assessed, since there is not a 
great deal of evidence on the subject; and in any case non-economic criteria 
inevitably affect the distribution of Federal expenditure on Loan Account. 
But itis probably true that in so far as economic tests were consistently 
applied, the Nyasaland share would continue to be the smallest of the 
three. 

Whether or not this is the case, there are other standards by which Nyasa- 
land would appear to be treated less than generously. There can be few if 
any federations elsewhere in which a distinctive and conspicuously poorer 
region, containing over one-third of the population, would receive so small 
a share of public funds.’ In drawing up Federal development plans for capital 
expenditure, there appears to be little attempt to give special consideration 
to Nyasaland because of its poverty and economic backwardness. Individual 
programmes are prepared by the spending departments concerned, and are 
then considered by a co-ordinating committee of Federal officials drawn 
from the Treasury and the Ministry of Economic Affairs, which in turn 
reports to a Cabinet committee. In drawing up the plans, both at the earlier 
departmental stage and at the later stage when departmental schemes are 
examined, the territorial distribution of capital expenditure does not seem to 
be regarded as of primary importance, and the territorial governments are 
not officially represented. There is no evidence that the Nyasaland share of 
Federal investment is likely to increase greatly, nor that it will become an 
object of policy to ensure that such an increase should take place. As Pro- 
fessor Barber has put it : ‘ Federal policy has done little to disturb (Nyasa- 
land’s) status as the Ireland of Central Africa—poor, scenic, and with a 
ready supply of exportable labour.’ Whether this status can in fact be 
altered is open to doubt; but it is unlikely to be affected perceptibly without a 
change in the principles on which Federal capital expenditure is at present 
decided. 

Whether the Nyasaland share of Federal investment is reasonable or 
inadequate is therefore a matter of opinion. The evidence that is relevant is 
limited; and even if it were more complete, different conclusions might still 
be drawn from it. On the one hand, it can be argued that policies which 
direct expenditure towards poorer and less advanced regions are a luxury 
set ¥ Profitability is of course not the only criterion for investment which has been suggested 
in recent discussions of the problems of economic development; but there has been little 


analysis of the appropriateness of different criteria to Central African conditions, or what the 
results of applying them would be. 


2 It was suggested to us by one observer that the Federal authorities had spent in Nyasa- 
ee much as the territory could make use of. This view was not well received in Nyasaland 
itself. 

_ * Though comparative total population figures are in a sense misleading, since the divi- 
sion of powers gives the Federal Government responsibility for European services, and 
the Nyasaland share of the European population is very small, ‘ 

‘In New Deal in Central Africa (loc. cit.). 
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which only rich and highly-developed countries can afford! On the other, 
it seems clear that the prospects for economic development within Nyasaland 
cannot be greatly improved so long as well over go per cent of capital expendi- 
ture by the Federal Government continues to be assigned to the Rhodesias, 


1 For example, the recently-published F.A.O. Mediterranean Development Project 
(Rome, 1959), while emphasising the fact that serious regional inequalities exist, recom- 
mends that ‘ until a certain stage of development is reached, effort be concentrated in the 
richer areas,’ (p. 52). It must also be remembered that development in the Rhodesias may 
affect Nyasaland, by increasing employment opportunities for migrant Nyasa workers, and 
through the pooling of Federal revenues and expenditures. 
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TARIFFS, LABOUR MIGRATION AND THE DEVELOPMENT OF 
NYASALAND 


1. Economic Unions between ‘Advanced’ and ‘ Backward’ Areas. 

Political federation in Central Africa was followed by the creation of a 
customs union between the three territories. All restrictions on trade between 
the territories were abolished and a common tariff against the outside world 
was eventually adopted. The Federal tariff is deliberately protective. Con- 
tinuing the practice of the Southern Rhodesian Government in the years 
before federation, the Federal Government uses the tariff as an instrument 
of its industrialisation policy. 

There are, of course, powerful arguments for protection as an aid to 
economic growth. In the first place, there is the well known infant industry 
argument, that it is desirable to protect a new industry until it learns by 
experience to be efficient and to stand on its own feet. Secondly, there is 
what may be called the ‘ infant economy ’ argument, that the limited size of 
the domestic market in an underdeveloped country makes it impossible for 
new enterprises (however efficient) to operate at an economic output. Only 
when the market has expanded as a result of development will an economic 
scale of operation be possible. But that development will never come if 
competition from abroad makes the establishment of new enterprises im- 
possible. Thirdly, protection may be beneficial because the social gain 
arising from the establishment of a new enterprise in an underdeveloped 
country is likely to exceed the private gain, because it yields external economies 
such as the expansion of the trained labour force, which are not reflected in 
the private returns from the enterprise. Further, tariffs may be desirable to 
protect the balance of payments, which is likely to be under pressure when 
domestic investment is large. The alternative might be a reduction of the 
rate of growth or a worsening of the terms of trade through devaluation. 

A tariff area as a whole may, therefore, gain through protection. But that 
is not the only consideration, for the gain may be very unevenly distributed. 
If the development which the tariff is designed to foster is largely concentrated 
in one part of the tariff area, other parts of the area are likely to lose on 
balance from the protective policy. A customs union between a relatively 
developed or ‘advanced’ country, ‘A’, and a relatively undeveloped or 
‘backward ’ country, ‘B’, will benefit country A by enlarging the market 
for its industries. It is far from obvious that the union will benefit country B. 
Particularly if country A is insignificant as a market for the staple exports of 
B—if, for example, A is Southern Rhodesia and B is Nyasaland—then 
country B: 

‘is likely to find the economic union irksome because the chief economic 
consequence of the union is to make its territory an additional field of 
operation for the tariff protection of its partner’s industries,’! 

1 J. Viner, The Customs Union Issue, 1950, p. 69, 
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Even if tariff rates are not increased and the only change in tariffs is their 
abolition on trade between A and B, the less advanced country is likely to 
lose by the change. The removal of tariffs on trade within the union will 
cause a shift of B’s demand away from imports from outside the union to- 
wards goods produced in A. This shift will be from a low-cost to a high-cost 
source. The removal of the tariff causes the shift in demand because, al- 
thought A’s goods cost more than those produced outside the union, the 
additional cost is less than the height of the tariff. The money cost of A’s 
goods is greater than that of imports from third countries when all are 
subject to the tariff, but it is lower when A’s goods alone are exempt from the 
tariff. Consumers will therefore gain from somewhat lower prices when the 
customs union is established, but the government of country B will lose more 
in customs revenue than its consumers gain from lower prices.! There will 
be a net loss to country B. 

The establishment of the customs union will be of particular disadvantage 
to country B if the rates of the common tariff are higher than those of her old 
tariff, or if they are later raised so as to give greater protection to the indus- 
tries of country A. And, as Viner remarks, ‘ customs union tariffs have not 
typically been low’. 

In his standard work on The Customs Union Issue, Viner cites a number of 
instances in which the establishment of a customs union worked to the 
detriment of the less developed member. Of particular interest is the customs 
union between Tanganyika and Kenya, which was effectively established in 
1923, and which in Viner’s view: 

‘ provides a striking instance where a territory was brought into a customs 
union by external authority in order to provide an expanded field for the 
tariff protection of the industries of another country. . . . The customs 
union operated to create a protected market in Tanganyika for the 
produce of the small colony of British planters in Kenya, for whose 
welfare the British Government has shown a constant and marked 
solicitude.’”* 
An official investigation by Sir Sidney Armitage-Smith concluded that duty 
ought to be levied on imports from Kenya and Uganda at the same rate as 
on imports from elsewhere, and that Tanganyika 
‘should cease to deplete her revenue and impoverish her citizens by 
protecting the products of her neighbours.’ 


1 The increase in taxation necessary to restore government revenue to its previous 
level would leave consumers with lower disposable incomes in real terms than they had 
before the customs union was established. This is the sense in which it may be said that the - 
government of country B loses more than consumers gain. | Of course, the replacement of 
import duties as a source of revenue by, say, income tax might be considered an improve- 
ment in the structure of the tax system. But a change of this sort could be undertaken 
independently of the establishment of a customs union. If the change had already been 
made, the establishment of the customs union would necessarily involve an increase in tariff 
rates if it was to have any effect. _ * Viner, op. cit., p. 70-1. 

3 Cmd. 4182, 1932. A convenient summary of the question is to be found in Tanganyika 
Territory, by C. Leubuscher, 1944, Chap. IX. See also a more recent study, ‘ The East 
African Customs Union: Some Features of its History and Operation,’ by T. A. Kennedy, 


Makerere Journal, No. 3, 1959. 
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Nothing was done, and the customs union with Kenya is a live issue in 
Tanganyika to-day. 

The history of Western Australia’s position in the Commonwealth of 
Australia provides a further illustration of the effect of a customs union on its 
less developed members.! From the beginning of federation in Australia it 
was recognised that there would be temporarily adverse effects on the finances 
of some member states of the Commonwealth. By a provision of the con- 
stitution, Western Australia was permitted for a period of five years to impose 
duties on goods imported from other parts of Australia, and, in addition, in 
1910, she received a grant from the Commonwealth Government to com- 
pensate her for loss of customs revenue. In the 1920’s, however, customs 
duties were increased by a series of tariff Acts, and the feeling developed in 
Western Australia that the harmful effects of the customs union were not 
merely temporary. A Royal Commission on the Financial Position of 
Western Australia recommended in 1925 that the state should have tariff 
autonomy, but the recommendation was ignored by the Commonwealth 
Government. Discontent with the situation, intensified by the economic 
depression, went so far that a referendum held in 1933 showed a majority of 
two to one in favour of secession from the Commonwealth. 

The general problem of the less-developed members of a customs union 
is that: 


‘They have to pay more for their imports than they otherwise would 
because of a protective tariff of which the main benefit is felt by the 
industrial states, while they are unable to shelter their own infant 
industries from competition from the beneficiaries.’? 


The latter part of this quotation emphasises a second aspect of the matter. 
The customs union not only stimulates a switch of demand from low-cost 
to high-cost sources of supply; it also affects development prospects. Its 
inclusion in a free trade area with an industrially more developed partner 
prevents the less developed state from taking protective measures to encourage 
and support its own industrial development. 

It can therefore be seen that there is little reason to think that the close 
economic association of a backward and a relatively more advanced country 
will automatically accelerate the development of the former. On the contrary, 
there is much experience to show that the differences between poor and 
rich areas within an economic union are maintained, or even reinforced, by 
the play of economic forces. The experience of the ‘ depressed areas ’ of the 
United Kingdom suggests how ineffective are automatic economic forces in 
reducing regional inequalities. It is noteworthy that in 1958, after the long 
war-time and post-war booms, and after strenuous policy efforts to attract 
industry, unemployment in Northern Ireland amounted to g.2 per cent., 
compared with 2.2 per cent for the United Kingdom as a whole. The lowest 


1 The source of the information in this paragraph is Federali Fi } 
Legislation, by A. H. Birch, 1955. oe a Tick? wath betel ame 
* A. H. Birch, op. cit., p. 131. 
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figure for unemployment in Northern Ireland was in 1951 when it was 5.1 
per cent. For the United Kingdom as a whole, unemployment in 1951 was 
no more than 1.2 per cent. 

The attractions of the established centre are a commonplace of industrial 
location theory. In the absence of deliberate governmental measures, the 
freer and less costly the trade between a backward and an advanced area, 
the stronger is the advantage of the advanced area for further development. 
The more open it is to the products of the advanced area, the less chance is 
there of competing industries developing in the backward area. Migration 
of labour—normally the most active and productive sections of the popula- 
tion—to the developing centre benefits the migrants, but may further reduce 
the opportunities for the development of the backward region itself. 

The experience of Italy after the unification is a well known illustration 
of the disequalising effects of the free play of economic forces. Once the 
market economy was given free rein by the abolition of tariff barriers within 
Italy, the initial advantage of the North was reinforced and consolidated. 
Southern Italy became increasingly the backward and underdeveloped area 
it remains to-day. The United States provides a striking illustration of the 
persistence of regional differences in development within an economic union. 
The level of income in the Southern States is still substantially below the 
national average, despite a much accelerated rate of growth during the 
last thirty years. During the fifty years from 1880 to 1930, the relative back- 
wardness of the Southern States remained virtually unchanged, although the 
South acted as an enormous reservoir of manpower for other parts of the 
country. In the ‘ West South Central’ group of States, income per head was 
60 per cent of the national average in 1880 and 61 per cent in 1930. For the 
‘South Atlantic’ States the corresponding figures are 45 per cent and 56 
per cent. In the ‘ East South Central’ States, incomes per head, compared 
with the national average, fell from 51 per cent in 1880 to 48 per cent in 
1930.1 Great regional differences can persist within an economic union for 
very long periods, even in so dynamic an economy as that of the United 
States. 

A poor, underdeveloped territory brought into political association— 
either unitary or federal—with a richer, more developed country, may benefit 
from the redistributive effects of the common public finance system. The 
territory may have more public expenditure carried out within its borders 
(or for its benefit) than it could finance from its own resources at prevailing 
tax rates. This higher rate of public expenditure may stimulate the develop- 
ment of the territory. In the first place, the facilities created by the expendi- 
tures—roads, water and electricity supplies, etc.—may be a necessary part 
of the ‘ infra-structure ’, the creation of which will allow economic develop- 
ment to go forward. Secondly, the additional incomes created within the 
territory by the public expenditures may act as a stimulus for further invest- 


1 See ‘ Economic Integration and the American Example ’ by S. Dell, Economic Journal, 
March 1959. 
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ment in productive activities. But if—as is almost inevitable—the political 
association is accompanied by economic union and the abolition of all 
restrictions on the movements of products and factors of production between 
the two territories, the beneficial effect of the redistribution of the public 
finances is likely to be offset to a greater or lesser extent. At least part of the 
fiscal gain would be no more than compensation for the detrimental effects 
of the economic union. 

The following four sections of this chapter examine the consequences of 
Nyasaland’s inclusion in the Federal economic union. Section 2 analyses 
some of the changes which have occurred in effective tariff rates, and con- 
siders the likely effect on consumer prices in Nyasaland. Section 3 is con- 
cerned with the expansion of the market for Southern Rhodesian industry 
through the inclusion of Nyasaland in the customs union, and suggests that 
some qualification is needed to the assessment of Nyasaland’s fiscal gains 
made in chapter III. Section 4 discusses the effect of the economic union on 
the prospects for Nyasaland’s economic development, while section 5 con- 
siders how federation has affected the position of Nyasa workers in Southern 
Rhodesia. 


2. Changes in Effective Tariff Rates 

The old Nyasaland tariff, which has been replaced by the common Federal 
tariff, was a ‘ single column’ tariff. The rate of duty levied depended on the 
kind of commodity, and on its value, but not on the country in which it was 
produced. Tariff discrimination between sources of supply was prohibited 
by the Congo Basin Treaties to which Nyasaland was subject. 

The Federal tariff is a discriminatory tariff. It has four columns: A, B, 
C and D. The rate of duty decreases with the alphabet, the highest rates 
being in column A and the lowest in column D. The rate of duty levied 
depends on the sources of the imported commodity. Imports from the 
United Kingdom and from the Colonies are charged under column D, at the 
cheapest rates. Imports from other Commonwealth countries are charged 
at the next cheapest, column C rates. The higher rates of column B are 
charged on imports from a large group of countries entitled to ‘ most favoured 
nation terms’. Imports from all other countries (including for example 
Japan) are charged the highest, virtually prohibitive rates of column A. 

For some commodities, however, the general pattern of the Federal 
tariff is modified. Some imports from the Union of South Africa are charged 
at reduced column D rates, instead of at column C rates. Some imports 
from the British Colonies are not charged under column D, but at the higher 
rates of column C. There is a further important characteristic of the Federal 
tariff. On many commodities the tariff imposes an ad valorem duty or a 
specific duty, whichever gives the highest yield. For the cheaper varieties of 
these commodities, therefore, the effective rate of duty is relatively greater 
than on the more expensive varieties, and of course higher than the nominal 
ad valorem rate. ‘These duties, in other words, are regressive. 
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The Federal tariff came into force in the middle of 1955. The general 
structure of the tariff has remained unchanged, though there have been 
several changes in rates of duty. In 1955, however, Nyasaland (and the 
north-eastern part of Northern Rhodesia) was still subject to the provisions 
of the Congo Basin Treaties. A non-discriminatory tariff had therefore to 
be maintained, and duty on all imports, irrespective of their source, was 
levied at column C rates. In November 1956 the Federal Government 
obtained permission from G.A.T.T. to extend the preferential tariff to the 
Congo Basin Treaty parts of the Federation. The four column tariff now 
applies to Nyasaland as well as to the Rhodesias. 

The structure of the Federal tariff is so different from that of the old 
Nyasaland tariff that no simple, general comparison of rates of duty is 
possible. The effective rate of duty levied under the Federal tariff will 
depend, of course, first, on the kind of commodity. It will depend, secondly, 
on the source of the commodity, for that determines which tariff column is 
relevant. And for some commodities the tariff column applicable will be 
different from that applicable to other commodities from the same source. 
Finally, the value of the commodity may influence the effective rate of duty, 
because that may determine that a specific rather than an ad valorem duty is 
levied. Only a detailed examination, commodity by commodity, taking 
account of source and value, can therefore reveal changes in effective tariff 
rates. 

No detailed data on Nyasaland’s imports since federation are available. 
An analysis of tariff changes must therefore be based on the pattern of trade 
in 1953.2 In any case the analysis must be based on the pattern of trade 
before the new tariff took effect, because the imposition of the Federal 
tariff will itself have caused changes in the source and composition of Nyasa- 
land’s imports.® 

Traditionally, the rural African population of Nyasaland buys a very 
limited range of goods.‘ Textiles, in one form or another, probably absorb 
more expenditure than all other goods together. There is a growing sale to 
Africans of the cheaper types of shoe. Eating and cooking utensils of ‘ enamel 
holloware ’ are widely used. His main ‘ producer good ’, the iron hoe, is an 
essential for the African cultivator. Although there are no adequate statistics 
of consumer expenditures, there can be little doubt that changes in the 
import duty levied on these items are of great importance to the African 
consumer. In 1953, imports of Cotton Manufactures, Apparel, Footwear, 
Holloware and Kitchen Utensils, and Hoes together amounted to {2.2 


1 we have pointed out, some imports from Colonial territories are assessed under 
cine C, Geapite the general principle that they bear the lowest Column D rate of duty. 

2 Reference below to Nyasaland imports, without qualification, is to imports in 1953. 

3 These tariff-induced changes are discussed later in section 3 of this chapter. 

4 See African Consumers in Nyasaland and Tanganyika, by F. Chalmers Wright, H.M.S.O. 
London, 1955. The products of the textile industry ‘ tend to account for not less than one- 
half of each household’s expenditure.’ We have assumed a somewhat wider range of 
purchases than is indicated by the Chalmers Wright study, which relates to the years 
1952-53. Possible recent changes in the consumption pattern are discussed later. 
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million. They accounted for just under one-third of total imports into 
Nyasaland, but it may be assumed that they attracted the great bulk of 
African consumers’ expenditure on imports. Table I shows these imports in 
relation to total imports and to other important items. 


TABLE I 
Imports 1953 (£thou.) 


Cotton Manufactures : 3 3 8 mie Fes 1,808 
Apparel and Footwear 5a ane nae ae aie oe 320 
Holloware... sie mais a ite — oe os 51 
Hoes ... a — ae re Pe Sof oe spe 40 
2,219 

Bicycles and parts ... ac dais nee ox a sae 353 
Other vehicles, parts, tyres, petrol and oil 53 a oe 1,293 
Machinery ... be a ees oc ce Ack: Sa 436 
Sugar oe a nee os: 3 eee oa — 243 
Other food ... Be aa aad aie tin Sais ar 382 
All other imports... aoe sce wes nu ec eae 1,546 
Totalimports... me sai sh me a sce Ol 2 


Among African consumers, particularly the poorest ‘subsistence’ 
farmers, the cheapest varieties of any product will be much in demand.? 
The demand will be, for instance, for shirts imported from Hong Kong 
with a c.i.f. average value of 3s. 8d., rather than for those imported from the 
United Kingdom with an average value of 7s. 1d.? It is not, therefore, 
surprising to find that nearly 40 per cent of total imports of the five commodity 
groups listed above, which are of major importance in the African market, 


was supplied by Hong Kong and India. Only 15 per cent of all imports 
came from these countries. 


Cotton piece goods (total imports £{1.6m.) were overwhelmingly important 
in the African market. Under the Nyasaland tariff, the more expensive piece 
goods attracted an import duty of 6d. a yard, while a duty of 3d. a yard was 
levied on black drills and other cheap lines.? Roughly one-third, by quantity, 


1 African incomes from the money economy in 1958 amounted to {14m. (see Chapter I, 
Table III). The estimated African population in 1958 was 2,720,000, so that average income 
per head in money was a little over £5 a year. For large sections of the population average 
money income must have been very much less than £5, for the average income of the 174,000 
African wage and salary earners was £46, so that the income per head of their families 
would have been far greater than £5. Chalmers Wright (op. cit., pp. 19-22) refers to the 
very wide differences in size of money income. Price changes which are insignificant in 
terms of European income levels might, therefore, be of great importance to Nyasaland 
Africans, particularly for those whose money income is not derived from employment. 

2 By ‘c.if. average value’ is meant the value entered for customs purposes, before the 
duty is added. The market price will be much higher than this average value because of 
duty and of all the transport and handling costs and dealers’ margins which are included 
in the retail price. The figures of average values are obtained from the Customs Department’s 
Annual Report on the Trade of the Protectorate for 1953, by dividing the value of imports of the 
commodity by the quantity imported. 

* The Nyasaland duties were per linear yard; the Federal specific duties are per square 
yard. It has not been possible to take account of this difference in our comparison of the 
two tariffs. The common widths of cloth are 28 in. and 36 in. They probably have a roughly 
equal share of the market, with a tendency for the 36 in. cloths to gain in importance. Our 
comparison, which ignores the difference between linear and square yards, therefore to some 
extent, but probably not greatly, overstates the burden of the Federal tariff. 
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of total piece goods imports was of the cheap lines which attracted the lower 
rate of duty.1. The Federal tariff, when it was introduced, levied duty on 
piece goods at the following rates: 
Duty under Column 
A B a D 
Cheap lines (3d. a yard duty under 
Nyasaland tariff) out -- 10% 74% 5% 5% ad valorem 
or 
Is. 53d. rd. 14d. per sq. yard 
whichever duty shall be the greater. 
Dear lines (6d. a yard duty under 
Nyasaland tariff) 6 w+ 40% 20% 20% 74% ad valorem 
or 
ts. 6d. 6d. 2d. per sq. yard 
which ever duty shall be the greater. 


The duty levied on the dearer lines imported from the United Kingdom was 
certainly lower than the 6d. levied under the Nyasaland tariff. Dear lines 
assessed under column C paid the same duty as before. On the cheap lines, 
the effective rate of duty was one-half of the old rate.? 

The tariff for cotton piece goods was, however, amended in 1959.3 The 
rates of duty on the dear lines remained unchanged, but those on most of 
the cheap lines* were raised to: 

Duty under Column 
A B G D 
40% 20% 20% 74% ad valorem 
or 
1s.3d. gd. od. 5d. per sq. yard 
whichever duty shall be the greater. 


On the small quantity of cheap lines coming from the United Kingdom, the 
effective rate of duty was therefore raised from 14d. to 5d. a square yard. On 
the great bulk of the cheap lines, assessed under column C, the duty was 
increased from 13d. to gd., or to a rate equal to three times that of the Nyasa- 


land tariff. 
‘Wearing apparel’ to a total value of £257,000° was imported into Nyasa- 


1 See Appendix to Chapter V (A), p. 85. 
2 See Appendix to Chapter V (B), p. 86. 


3 Act No. 15 of 1959. : : oa. 
4 The new duties have been suspended on lightweight dyed materials weighing less than 


: _ yard to 20 per cent ad valorem under columns A, Band C, and 7} per cent under 
eon an cEteanee specific duty. These duties are only a little higher than those 
of the Nyasaland tariff, but dyed cloths of less than 5} oz. per sq. yard are quite unimport- 
ant. Grey and bleached cloths are subject to the same suspension, except that the light- 
weights have an alternative specific duty of 6d. under columns A, Band C, and 2d. under 
column D. For these materials, therefore, the effective rate of duty is twice, not three times, 
that of the Nyasaland tariff. The column A tariff has also been suspended to 20 per cent 
or 9d., but this change cannot be of any practical importance. 

5 Excluding government imports. 
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land in 1953. Hong Kong and India provided about half the total. Shirts, with 
a total value of £92,000, were by far the most important import, accounting 
for nearly 40 per cent of the total. Hong Kong and India provided almost all 
the imported shirts—g4 per cent of the total by quantity and 89 per cent by 
value. The average value of an Indian shirt was 3s. 4d., of a Hong Kong 
shirt 3s. 8d., and of a United Kingdom shirt 7s. 1d. The Nyasaland tariff 
levied a duty of 6d. or 20 per cent. The duty on a Hong Kong or Indian 
shirt must, therefore, have averaged 8d. or gd., and on a United Kingdom 
shirt 1s. 5d. The Federal tariff on shirts is: 


Column 
A B Cc D 
40% 20% 20% 10% ad valorem 


7s. 38. 6d. 3s. 6d. 2s. 3d. per garment 
whichever duty shall be the greater. 


Imports of shirts from the Colonies, as of all clothing, are assessed under 
column C. The duty on more than go per cent of imported shirts has there- 
fore gone up from an average of 8d. or gd. to 3s. 6d. per shirt. 

The second largest category of clothing separately distinguished in the 
Nyasaland trade returns is Vests and Singlets. Imports amounted to £26,000 
in 1953. Sixty-seven per cent of the total quantity imported came from India 
and Hong Kong. Virtually all the rest were imported from Southern Rho- 
desia. The Nyasaland tariff imposed a duty of 20 per cent or 6d., and the 
specific duty of 6d. was relevant to all but an insignificant quantity of the 
garments imported. Under the Federal tariff, imports from Southern 
Rhodesia are, of course, entirely relieved of duty. The Federal tariff dis- 
tinguishes two classes of this item. For one, the column C duty is either 20 
per cent ad valorem or gd.; for the other, which includes most of the garments 
sold in the African market, it is either 20 per cent ad valorem or 5d. On these 
garments the rate of duty has been reduced by 1d. The average effective 
rate of duty has fallen by more than this amount, because allowance must be 
made for the quite substantial import from Southern Rhodesia before the 
Federal tariff came into force. 

Shorts, trousers, and ready-made suits and jackets are not separately 
listed in the trade returns, but are included in a residual category, the total 
of which was £65,000 in 1953. With a mixed category of this kind, it is 
impossible to compute average values, and therefore impossible to make any 
proper estimate of the effective tariff changes. It seems probable, however, 
that for cheap shorts and trousers the effective duty has increased sharply. 
on sui and jackets, the demand for which is very small, it has gone 

own. 


Imports of Footwear, other than on government account, totalled £63,000 


1 See Appendix to Chapter V (C), p. 86. 
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in 1953. The cheap type of canvas and rubber shoe accounted for nearly one- 
half of the total. Rather more than one-quarter of these cheap shoes came 
from Hong Kong and India, and on these imports the effective duty has been 
increased from 8d. a pair to 1s. 6d. On the other hand, nearly three-quarters 
of all imports of canvas and rubber shoes came from Southern Rhodesia in 
1953, and under the Federal tariff they are duty free. 

Imports of Holloware and Kitchen utensils amounted to £51,000 in 1953. 
Although this figure is not particularly large, enamel holloware is a widely 
used consumer good in Nyasaland. The Nyasaland tariff levied an ad 
valorem duty of 25 per cent. The Federal duty on the main kinds of 
holloware is: 


Column 
A B C D 
30% 224, 2 20°% 10% ad valorem, or 


1s.6d. 1s. 1$d. 1s. — 
whichever duty shall be the greater. 


Imports from Hong Kong and India accounted for two-thirds by value of all 
imports of holloware and kitchen utensils, and it is a reasonable presumption 
that all the cheaper varieties sold in the African market came from these 
sources. Colonial imports of this item are assessed under column C of the 
Federal tariff, not column D. The pre-duty cost of an enamel bowl imported 
from Hong Kong would be in the region of 4d. Under the Nyasaland tariff 
this article attracted a duty of rd. Under the Federal tariff the duty has risen 
to Is. 

Imports of Hoes totalled £40,000 in 1953. Two-thirds of them came 
from the United Kingdom and the remainder from South Africa. As agri- 
cultural tools they entered free under the Nyasaland tariff. The Federal 
tariff distinguishes hoes from other tools. The relevant item of the tariff 
states: 

Column 
A B Cc D 
Item 133. 
(1) Picks, shovels, spades, forks, axes and 
hatchets, and agricultural hand tools, 
n.e.e. ad valorem ~ soos winliok acy Line gO17 ZO ge VICCR ETOCS 
(2) Hoes ad valorem _ ir Fem 190 %eukZO YoILS Womb. 7o 


The duty on imported hoes has therefore risen from zero to 15 per cent. 

The effect of changes in import duties on retail prices depends on the 
pricing conventions adopted by merchants. No doubt it also varies from 
commodity to commodity according to differences in the degree of com- 
petition and in other factors affecting particular markets. But it is generally 
true that an increase in duty will cause the price of the commodity to rise 
by more than the rise in duty. A widely used item of enamel holloware 
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retailed at gd. when the Nyasaland tariff was operative. After the Federal 
tariff came into force the retail price rose to about 2s.* 

It is convenient at this point to refer to the change in excise duty on 
tobacco. It is acknowledged that the Federal excise duties are higher than 
the Nyasaland duties,? but it is perhaps worth emphasising the regressive 
character of the increase in tobacco duty. The Nyasaland excise on cigarettes 
discriminated in favour of the cheaper brands purchased by Africans. The 
cigarettes made in Nyasaland are of two grades. The better grade, under the 
Nyasaland tariff, carried a duty of 1d. on a packet of ten. The cheap grade 
carried an excise duty of one-fifth of a penny on a packet of eight, which 
retailed at 1d. The Federal excise duty is based purely on weight: the duty on 
cigarettes is 4s. 7d. a pound. The new excise represented an increase in the 
duty on the better grade of cigarettes from 1d. to 1.3d. a packet, and left the 
retail price unchanged. On the cheap cigarettes the effective duty rose from 
one-fifth of a penny to almost 1d. a packet, and the retail price was doubled. 

The quantitative significance of the tariff changes discussed above 
depends on the present pattern of African consumption in Nyasaland. On 
the pattern indicated by the imports of 1953, there can be no doubt that the 
changes are important and largely adverse. But with increased incomes the 
pattern of expenditure must have changed.’ It is likely, for instance, that 
cheap cotton piece goods are less important than they were seven years ago. 
If, however, on the one hand, demand has switched to superior textiles, on 
the other, there will have been a rise in the consumption of the cheap goods 
by those who in the past used little clothing. A guess which put the con- 
sumption of the cheap lines at 4 million yards a year, compared with under 6 
million yards in 1953, would probably not be far out. A consumption of this 
amount is still large enough for the burden of the increased duties to be 
important. Further, the shift to superior goods is likely to have increased the 
weight in the consumption pattern of commodities, such as shirts and shorts, 
on which there have been large increases in duty, but which were relatively 
unimportant items of consumption in 1953. It is not, therefore, possible to 
dismiss the analysis of the tariff burden by reference to (unknown) changes 
in the pattern of expenditure. 

It is sometimes suggested that customs duties under the Federal tariff 
are lower than they were under the old Nyasaland tariff. The memorandum 


? Information we obtained suggested the following costing: 
Before tariff After tariff 


change change 
Pi 
Landed cost 4 ri 4 
Duty i ns ae ats 1 12 
Mark-up (retail margin, transport, etc.) 4 8 
Retail price _.... Sin 9 24=2s 


2See the Rhodesia House memorandum, Fiscal Bene ts A ing to N’ ; 
Federation, referred to in Chapter III above.  amateeniieenieaakaneane 
P “Higher ooo i ve to changes in patterns of consumption with new demands 

eing expressed for goods and services which hitherto were b jori 
akties cle ainiies, lock Rae Gite ere beyond the reach of the majority 
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circulated by Rhodesia House states that ‘ generally speaking, customs duties 
are lower than they were before Federation’. But no general statement 
about the effect of tariff changes can be meaningful unless it is based on a 
detailed commodity-by-commodity study of changes in effective rates of 
duty. There is no evidence that the statement quoted is based on such a 
study, nor indeed that such a study has in fact been carried out. Astonishingly 
enough, the Jack Report makes no mention of tariff changes. 

We have not attempted a full examination of the effect of the tariff 
changes on the price level or cost of living for different sections of Nyasa- 
land’s population. We would have been unable to undertake an adequate 
study with the data available. But we have tried to show that the question 
merits fuller investigation than it appears to have received. The evidence we 
have been able to assemble suggests that the changes have not been beneficial. 
The duty levied on some commodities has risen quite sharply. The commodi- 
ties and grades of commodities most affected are those for which the demand 
comes from the poorest sections of the population. Some tariff changes, in 
other words, have been highly regressive. It seems to us that the Nyasaland 
Government has paid too little attention to these matters. The fiscal gains 
analysed in Chapter III are to some extent no more than compensation for 
the adverse effects of the Federal tariff. For some sections of Nyasaland’s 
population they may, in fact, be inadequate compensation. On the information 
available at present no one can tell. 


3. The Federal Tariff and the Growth of the Market 

The protective function of the Federal tariff has been stated quite clearly. 
The tariff is designed to encourage the import of materials for industry, 
while at the same time 


‘generally setting rates of duty on finished consumer goods which 
furnish a reasonable margin of encouragement and assistance to present 
or future domestic manufacturers of such goods. In addition, where the 
conditions and prospects for a local industry so justify, particularly in 
the early stages of development, specific tariff protection may be pro- 
vided. The customs tariff in fact already contains a considerable number 


of protective items.’ 
(Economic Report, 1958, p. 70). 


The protective policy will almost certainly be intensified. The balance of 
payments is likely to become increasingly the preoccupation of Federal 
economic policy. The balance of payments has not been a problem until 
recently because of the high rate of capital inflow and the booming copper 
price. Both sustaining influences will probably be of somewhat less import- 
ance in the future, while the claims on the balance of payments are on the 
increase. First of all, debt charges are rising. Already amortisation payments 
have risen from £2.7 mn. in 1956 to £5.0 mn. in 1958, while interest payments 
have increased in the same period from £4.7 mn. to £6.6 mn, A continuation 
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of European immigration at a high rate may further increase the pressure on 
the balance of payments. The European in Central Africa is a big consumer 
of imported manufactures. Although the domestic production of manu- 
factures has been growing rapidly, and it is intended that this growth shall 
continue, many of these goods cannot compete with imports unless they 
receive protection. A market must be found for them in the interest both of 
the balance of payments and of the official industrialisation policy. And the 
proper utilisation of public services, such as electricity supply, which have 
absorbed so great a part of total investment since Federation,’ also depend 
to a large extent on the continued growth of domestic industry. The Federal 
Government’s Economic Report 1959 makes it clear? that 


‘since domestic manufacturers generally cater for only a proportion of 
the domestic market, and since that market, or a considerable element 
of it, is, unlike export markets, susceptible to protective action by the 
Federal Government, it is reasonable to expect that conditions will 
continue to favour the expansion of this sector of industry.’ 


The growth of manufacturing in the last few years has, indeed, been 
remarkable. Net output of manufacturing industry® in 1955-56, the period of 
the first Federal census of industrial production, amounted to £37.7 mn. 
The latest census, that of 1957-58, shows a net output of {53.4 mn., an 
increase of 42 per cent in two years. 

It is impossible to be sure how important the Federal tariff, as compared 
with other forces, has been in stimulating the growth of manufacturing in 
the Federation. Certainly it must not be assumed that governmental measures 
have been the sole, or even the most important cause of this growth. Things 
would have been very different, no doubt, if the early years of federation 
had not coincided with a spectacular boom in the world demand for copper. 
But the stimulus afforded by tariff protection must be given some credit for 
the growth of manufacturing. 

It was pointed out in Chapter II, that the creation of the customs union 
with a common tariff has widened the market for Federal (i.e. primarily 
Southern Rhodesian) industry in two ways. First, the removal of all tariff 
barriers between the constituent territories of the Federation means, for 
instance, that Southern Rhodesian manufactures now enter Nyasaland duty 
free, whereas imports from outside the Federation are subject to duty. 
Secondly, the rate of duty on some imports has been raised to give still more 
protection to Federal manufactures. 

The extent to which the inclusion of Nyasaland within the customs 
union has widened the market for Federal manufactures depends, of course, 
partly on the extent to which demand has expanded and partly on the extent 
to which it has been diverted from imports from outside the Federation to the 
products of Federal industry. Demand will have switched both because 


1 See above p. 12. 2 Page 66. 


** Excluding smelting and refining of non-ferrous metals,’ i ludi 
Rhodesian copper industry. F 30] SOA 3? 9 Doaasted ain 
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Federal produce has been relieved of duty and because some duties on non- 
Federal produce have been raised. To the extent that the removal of duty 
from Federal produce has resulted in lower prices, demand will not only have 
switched but will also have expanded. On the other hand, for commodities 
on which increased duties were necessary to induce a switch in demand to 
Federal products, total demand will have contracted pro tanto. The price of 
the Federal products will be higher than that of imports at the old rate of 
duty, although lower than that of imports at the new rate of duty. 

In the absence of any data about consumption in Nyasaland, it is possible 
to assemble only very indirect statistical evidence on the changes induced 
by the new tariff. It seems clear that there has been a marked fall in imports 
from low cost sources of goods on which import duties have increased. Im- 
ports? of enamel-ware and holloware from Hong Kong amounted to £129,000 
in 1955. For 1956 the figure is £10,000. Imports of shirts from India fell 
from £125,000 in 1954 to £53,000 in 1955, and to £4,000 in 1956. Over the 
same years, imports of shirts from Hong Kong fell from £405,000, to £268,000 
to £179,000. Imports from India of canvas and rubber shoes were valued at 
£109,000 on 1954, at £14,000 in 1955, and at less than £1,000 in 1956. No 
doubt there has been some contraction of demand for these commodities as a 
whole, but a substantial part of the fall in imports must have been balanced 
by a switch to Federal produce which has become competitive as a result of 
the rise in duty. 

Other statistical evidence on changes in consumption is most inconclusive. 
Imports? amounted to 80% per cent of the domestic product of the money 
economy of Nyasaland in 1950 and only 40 per cent in 1958. But this 
change cannot be taken as a reflection of a switch to Federal products, 
because the percentage of imports to domestic product was falling rapidly 
from 1950, and was already down to 40 per cent in 1955, before the Federal 
tariff can have had much impact. Between 1954 and 1957 money domestic 
product rose by 35 per cent and African personal incomes by 49 per cent. 
Imports, on the other hand, rose by only 29 per cent. But this difference 
cannot be taken as an indication of a switch to Federal products, because for 
a period of corresponding length before federation, the years 1950 to 1953, 
domestic money product rose by 58 per cent and African personal income 
(excluding emigrants’ remittances) by 94 per cent, while imports actually 
fell by 3 per cent. The conclusion must be that the available data* do not 


: af : ; F f 

z the Federation as a whole. It is impossible to discover the value of imports o 

ot bs poumodites into Nyasaland. pts of piece goods are not mentioned because 
iff i s became effective only in 1959. 

Siac cciacing ihiborts from Southern Rhodesia. Imports from Northern Rhodesia were 

negligible. Data on Nyasaland imports since federation taken from Digest of Colonial 


SET LiloNaiice is made for the exceptional imports of food in 1950 because of harvest 


i ht, the percentage is about 75. : wd 
Galea roeeecitie or chose Maapariadtis may well be the result of inadequacy of the statistics. 
The value of Nyasaland’s total imports since federation is a highly dubious statistic. And 
the domestic money product ‘ estimates for 1950-53 are less reliable than those for Jater 


years ’ (Jack Report, p. 52). 
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permit any statistical assessment of the diversion of Nyasaland expenditure 
from imports to the products of Federal industry. It appears to us that a 
statistical investigation of the matter is worthy of the attention of Government. 
In the absence of statistical data it is necessary to fall back on other kinds 
of evidence. The Federal Government thinks that the tariff changes have 
been important in stimulating Federal industry by widening its market. 
The Federal Government has stated that ‘ the much wider market afforded 
by federation, coupled with the new Federal tariff, and related trade agree- 
ments with other Commonwealth countries, has, as intended, encouraged 
the establishment of new industries at a much accelerated tempo.’ (Economic 
Report 1958, p. 70). The tariff changes widen the market in two ways, which 
have already been mentioned, but which may be set out again in a somewhat 
different way. Any increase in import duties over those prevailing, in all 
territories, before federation widens the market by making Southern Rho- 
desian manufactures more competitive in all territories than they were 
before. A rise in duties is necessary to widen the market for Southern 
Rhodesian goods in Southern Rhodesia and in most of Northern Rhodesia. 
The mere removal of all duties on inter-territorial trade will not have this 
effect, because there were no duties on Southern Rhodesian manufactures in 
most of Northern Rhodesia before federation,! and there were obviously no 
duties? on such goods in Southern Rhodesia. Secondly, the market is 
widened to the extent that purchases in Nyasaland and the north-eastern 
part of Northern Rhodesia are switched from imports to Southern Rhodesia 
products, and it is only in Nyasaland that the switch is likely to be of quan- 
titative significance.* To the extent that the tariff has stimulated Southern 
Rhodesian manufacturing, it seems likely that the switch in purchases in 
Nyasaland has been of some importance. And if the switch has had any 
significant effect on the market for Southern Rhodesian manufacturing 
industry, it must have been comparatively large in terms of Nyasaland’s 
total purchases of manufactures. It appears to be a widely held view that the 
trade between Nyasaland and Southern Rhodesia has expanded greatly, and 
that the customs union and the Federal tariff have been important reasons 
for this expansion. ‘ Under the Congo Basin Treaties it was cheaper to buy 
from abroad than from Southern Rhodesia, but now the customs union has 
opened up Nyasaland to Southern Rhodesian industry.’ This is how the matter 
was put to us by one business man, and we are inclined to accept this view. 


1 See Chapter II, pp. 19-20. Only in the C.B.T. area of north-eastern Northern Rhodesia 
were goods from Southern Rhodesia subject to import duty. 

: ae a ne becde usual run of excise duties. 

is not easy to obtain any very precise idea of the quantitative significan 

protected market in Nyasaland. The national income of Nyasaland is very accel? pine Sa 
with that of the Rhodesias. In 1958 the Net Domestic Output of the money economy 
amounted to {23.8 mn. in Nyasaland, compared with £201.2 mn. in Southern Rhodesia 
and £308.5 mn. for the two Rhodesias together. Total imports into Nyasaland in 1953, 
the last year for which separate data are available, amounted to {7.6 mn. of which £6.5 mn. 
consisted of manufactures. The gross output of manufacturing industry in Southern 
Rhodesia in 1952 was £55.6 mn. As we have seen, the Federal authorities believe that the 
customs union has had a significant influence on industrial development, 
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In the previous section consideration was given to the effect of the Federal 
tariff on consumer prices in Nyasaland. It is now possible to see another 
effect. To the extent that the tariff changes associated with federation have 
induced a switch from imports to Federal products, our estimates (used in 
Chapter ITT) of Nyasaland’s contribution to Federal customs revenue under- 
state the revenue which would be available from that source if Nyasaland 
were outside the customs union. The switch to Southern Rhodesian manu- 
factures, when it is induced simply by the freeing from duty of Federal 
produce, and a fortiori when import duties are raised, is a switch to higher 
cost products. If Federal goods had not been more costly than those from 
other sources, tariff changes would have been unnecessary to induce the 
switch in demand. With her own tariff, therefore, Nyasaland could obtain 
an increased yield from import duties without any rise in domestic prices. 
If goods were purchased from the cheapest source, and duties were levied 
which equalised their cost with that of the now duty-free Southern Rhodesian 
products, customs duties would yield more although prices would be un- 
changed. On this count, therefore the fiscal gains analysed in Chapter III 
exaggerate Nyasaland’s true gain. The extent of the exaggeration cannot, of 
course, be computed with the available data. 


4. Federation and the Development of Nyasaland 

The Jack Report expresses forcefully and repeatedly the view that the 
rate of economic growth in Nyasaland has accelerated since federation. We 
have seen? that there is, in fact, little evidence to support this belief. The 
Jack Report is no less confident of the fact that Nyasaland’s ‘ economic 
development has been accelerated as a direct consequence of its federal 
association with the two Rhodesias.’* Does this belief in federation’s bene- 
ficial effects on Nyasaland’s development stand on any firmer ground? 

The fiscal gains on current account and the increased rate of public 
capital expenditure, which have been analysed in Chapters IIJ and IV, are 
themselves a part of Nyasaland’s economic expansion. ‘The increased capital 
and current expenditures must also have had further repercussions on the 
economy. The growth of the construction goods industries which, on the 
evidence available, has undergone by far the greatest rate of expansion of 
any branch of industry, may be a fairly direct consequence of the rise in 


1 The effect of the tariff on economic development in Nyasaland is taken up in a later 


section of this are 

2 Chapter I, pp. : 

2 face Reset 1. Italics added It is also stated on page 1 of the report that ‘... the 
evidence is conclusive that the greater rate of economic development which has occurred 
since 1953 must be attributed to the constitutional changes which were made in that 


Veary oa. . : : - exits 

C industries manufacturing bricks, cement, and furniture, and of saw-milling 
eos too 07 000 in 1955 to 524,000 in 1957. This rise of nearly 350 per cent com- 
pares with the percentage rise of 29 in sales of ail industries. These industries in 1957 
accounted for nearly one-third of the total, other than tea and tobacco processing activities. 
See Jack Report, p. 274. The jump in the sales of this group of industries from £147,000 in 
1956 to £524,000 in 1957 is presumably mainly the result of the establishment of a cement 


mill in Blantyre in 1957, 
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public capital expenditure. But the question remains to be answered, whether 
there is reason to think that federation has stimulated the development of the 
Nyasaland economy in any way additional to the stimulus given by these 
increased public expenditures. : 

From our earlier discussion of the economic effects of federation and of 
customs unions in general, it will be realised that we are sceptical of the view 
that federation must have helped the development of Nyasaland, apart from 
the stimulus given by increased public expenditures. Indeed, we have 
suggested that the growth of Southern Rhodesia is by no means wholly to 
the advantage of Nyasaland. The achievement of the Federal tariff in ‘opening ~ 
up’ Nyasaland to Southern Rhodesian industry will be extended if improve- 
ments in transport between the two territories—there is talk of an all- 
weather road through Portuguese East Africa and the Nyasaland portion of 
the Blantyre-Salisbury road is included in the new Federal roads programme? 
—reduce the natural barriers to this penetration. Industrial development 
within Nyasaland will be made more difficult. In addition it is not improbable 
that the Kariba undertaking will increase Nyasaland’s relative disadvantage. 
The Jack Report recognises the possibility that ‘assured and abundant: 
power in the larger centres of the rest of the Federation as a result of the 
Kariba scheme might divert to the Rhodesias some of the industrial expan- 
sion which might otherwise have occurred in Nyasaland.’* 

It has been argued above* that some parts of a tariff area may lose on 
balance from a policy of protection, even though the protection is beneficial 
for the tariff area as a whole. This result is likely where the economic 
growth stimulated by the tariff is highly localised geographically. The 
burden of the Federal tariff falls on all three territories. In absolute terms, 
the growth of manufacturing has taken place overwhelmingly in Southern 
Rhodesia. Between 1955-56 and 1957-58 the net output of manufacturing 
industry expanded by {12.8 mn. in Southern Rhodesia, by {2.1 mn. in 
Northern Rhodesia, and by {0.9 mn. in Nyasaland.® 

It would not have been surprising if the expansion of industry had been 
relatively, as well as absolutely, greater in Southern Rhodesia than in the 
other territories. In fact, the data, set out in Table II, indicate that the 
territorial shares in the net output of manufacturing have remained virtually 
constant in the period covered by the three Federal censuses of industrial 
production, though this period of two years may be too short to expect any 
significant trend to emerge. 

Construction is the only other activity covered by the censuses of indus- 


1 See Chapter I and Chapter V, section 1. 

* Jack Report, p. 17. Elsewhere (p. 102) the report says it is likely that the Blantyre- 
Salisbury road ‘ will assume greater importance as secondary industry develops in the 
Federation,’ 

Pp. 14. The authors remark, however, that they ‘ cannot cite instances where di i 
has pra occurred.’ Of course, the scheme was not in operation when the Jack Report wea 
compiled. 

; Seng V, section 1. 

nsus of Industrial Production. The correspondin 
bela ean sponding gross figures are {28.9 mn., £5.9 
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TABLE II 
Net Output of M anufacturing Industry 
1955-6 1956-7 1957-8 
, £mun. 
Southern Rhodesia wee eae es Rae 30.4 35.8 43.2 
Northern Rhodesia ... stats ies ee ott 5.4 6.7 7.5 
Nyasaland .. : s = “eat 225 3.0 
Percentages 
Southern Rhodesia i see abs ae 80.2 79.5 805 
Northern Rhodesia ... oie ein “ ee 14.3 15.0 14.0 
Nyasaland ... one a a ss ae 5.5 She) 5.5 


Source: Federal Censuses of Industrial Production. 


TABLE III 
Net Output of Construction 
1955-6 1856-7 1957-8 
£mn. 
Southern Rhodesia eae gba — sate 15.3 19.0 24.9 
Northern Rhodesia ... hicks ais ass es 5.8 6.2 6.8 
Nyasaland ... Se oS a Pee ake 0.7 1.4 0.9 
Percentages 
Southern Rhodesia mS cats te Sei 70 we 76 
Northern Rhodesia ... =e a Pm +e 27 23 21 
Nyasaland ... St si a 3 5 3 


Note. Construction consists of the building of houses, flats, offices, roads, bridges and 
dams. The output of the construction goods industries, such as cement and brick-making, 
is included in manufacturing. 


TABLE IV 
Territorial Shares in Net Output of Industrial Production 
(Percentages) 
1955-6 1956-7 1957-8 
Southern Rhodesia so os ests fe 40 39 47 
Northern Rhodesia ... sar Se 886 ve 58 59 51 
Nyasaland ... S6 oe Bee ee on 2 & % 


Note. Activities included are mining and quarrying, manufacturing and repairing, 
building and construction, and production and supply of electricity and water. 


trial production which is of any importance in Nyasaland. The latest census 
reveals a fall in the net output of construction in Nyasaland, although the 
net output has continued to rise in the Rhodesias. The share of Southern 
Rhodesia in the net output of construction has steadily increased during the 
brief period covered by the censuses. The share of Northern Rhodesia, 
on the other hand, has fallen. Nyasaland’s share increased between the 
first two censuses from 3 to 5 per cent, but then fell back to 3 per cent. 
Changes in the territorial shares of all activities covered by the censuses of 
industrial production is primarily the result of the fall of £17 mn. in the net 
output of mining in Northern Rhodesia between the 1956-7 and 1957-8 
censuses. ! 
Data on the value of manufacturing output, as set out in Table II, in 
fact give an exaggerated impression of the extent to which manufacturing 
industry has developed in Nyasaland. To correct this impression it is neces- 
sary to examine the comparative importance of the different kinds of manu- 
facturing activity. Such an examination cannot, from lack of published data, 
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be made in terms of net output, but it can be made in terms of * value of 
sales ’, a concept which seems to approximate to that of gross output. 

The greater part of the value of sales is from two types of activity: (a) 
manufacture of tea and packaging of tea for sale; (b) tobacco buying, handling, 
grading, and the manufacture of cigarette and pipe tobacco. In 1957 the 
value of sales of the former category was £3.2 mn. and of the latter £1.1 mn. 
out of total sales of a little under £6 mn. These activities are ancillary to 
the production of the country’s two main cash crops. Some of them must be 
carried on in association with the growing of the crop, and the value of their 
output depends on the size? of the crop. The volume of exports of both 
tobacco and tea was rising between 1955 and 1957. In value terms, tobacco 
exports rose in each year, while tea exports fell from 1955 to 1956 and rose 
in 1957. This is the pattern followed (though not in the same proportions) by 
value of sales of the corresponding categories of manufacturing. If, in the 
future, exports of tea fell to their 1953 level (when they were 6,600 tons 
valued at £1.6 mn. compared with 10,000 tons worth £3.5 mn. in 1957), or 
if tobacco exports returned to their 1955 level (9,700 tons worth {2.4 mn. 
compared with 13,100 tons worth £3.2 mn) the progress of manufacturing 
in Nyasaland would look very different. And it would be unwise to imagine 
that large variations in crop are unlikely. Tobacco exports were 13,200 tons 
in 1954 and 9,700 tons in 1955. 

Sales of manufacturing enterprises, other than those concerned with 
tea and tobacco, amounted to no more than £951,000 in 1955 and to {1.7 mn. 
in 1957.5 The rate of growth of this residual group has, in fact, been greater 
than that of all manufacturing—an increase of 70 per cent compared with one 
of 30 per cent—but a large part in this growth has been played by the con- 
struction goods industries, the effect on which of increased public expendi- 
tures has already been mentioned,‘ and in any case small absolute changes in 
output show misleadingly large relative changes when the base year values 
are so small.5 

‘ The main impetus to the development of secondary industry ’, in Nyasa- 
land, the Jack Report maintains, ‘ came after Federation in 1953 ’.® It would, 
however, be an error to conclude from the above figures that the growth of 
industry was the result of federation, rather than of other factors. It could 


+ The Jack Report (p. 274) gives a table of value of sales of six types of activity. The 
total pees Se is ting: be £4.6mn. in 1955, £4.8mn. in 1956, and £6.0mn. in 1957. The 
ensuses of production show gross output of manufacturing in’ Nyasaland t ‘ i 
1955, £4.8mn. in 1956, and £5.5mn. in 1957, ; : et yg 

* And on the value of the crop, since the sales figures we are using are gross. The value of 
sales of tea manufacturing and packaging are more or less equal to the value of tea exports. 
In other words, by this measure tea production is counted as a manufacturing activity. 

Between one-half and one-third of the output of this group is also from the processing 
of sins pole such as cotton ginning, to which the remarks about tea and tobacco equally 
pid re econaing of raw materials accounted for £428,000 in 1955 and £545,000 in 1957, 

5 The output of a single factory, when there i infini 

rise jst Hl esata ee ry was no factory before, brings an infinite 


® Jack Report, p. 269. The discussi f i i i i 
ashitnaptantees 2. Steele ussion of secondary industry is contained in pp. 12-13 
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equally well be argued that the industrial development was in spite of feder- 
ation, or that federation had had no effect, one way or the other. Our impres- 
sion is that the growth of secondary industry has been undertaken almost 
entirely by enterprise, capital and skill already operating in the territory. 
To no important extent were industry and the resources for its development 
brought into the territory simply in response to the establishment of the 
Federation. Except for the expansion of raw material processing as a result 
of bigger crops, the industrial expansion was stimulated by increased incomes 
within Nyasaland. These increased incomes were partly the result of rising 
export earnings. They were also the result, as we have emphasised more than 
once already, of the increased public expenditures resulting from the fiscal 
redistribution in favour of Nyasaland. To that extent, therefore, the industrial 
growth was stimulated by federation. But on the other side must be set the 
detrimental effects of federation, such as those arising from the increased 
attractions of the established centre. 

We have no conclusive evidence to offer on the retarding influence of 
federation on industrial development in Nyasaland. We heard expressions 
of opinion on the matter, however, which are suggestive enough to make it 
worth while to set them down in summary form. It was said, for instance, 
that the Nyasaland cigarette factory was hard hit by the sharp fall in the 
demand for cigarettes which resulted from the increased excise duty,1 and 
that the factory would not be established in present circumstances if it did 
not already exist. Reference was also made to enterprises—in such fields as 
textile manufacture, brewing, and milling—which were examining the 
possibilities of setting up in Nyasaland before federation, but which did not 
pursue the matter when federation was imposed. In 1950, in fact, it was 
officially stated in the Nyasaland Legislative Council? that: 


‘it is the intention of Government . . . to promote the establishment of 
secondary industries in the territory and in this connection plans have 
been made by a private firm for the establishment of a textile industry 
in the Protectorate’. 


In 1959, in contrast, the authors of the Jack Report can say® that: 


“We do not think that much can be done to foster a more rapid expansion 
of secondary industry . . . Nor do we think that there is much scope for 
the local manufacture of . . . cotton and rayon piece goods. . .’ 


Recently it has been rumoured that a leading soap company intends to serve 
the expanding market in Nyasaland by extending its factory in Salisbury 
rather than by enlarging its Nyasaland factory. : 

The centralising influence of Salisbury as the Federal capital, and the 
adverse effects of this influence on the other territories, was frequently 
explained to us in Nyasaland. Its attractions for the head offices of companies 


1 See above p. 70. 
= Noecaiane Logiiative Council Proceedings, 27 November, 1950, p. 13. 


3 Page 12. 
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operating in the Federation has already been mentioned.! Another factor, 
irrational and based on ignorance no doubt, but none the less real, is the 
consignment of goods from abroad to an agent in Salisbury, although they 
are destined for Nyasaland. The increase in transport and handling costs 
involved in this geographical absurdity adds to the cost of Nyasaland’s 
imports.” 

It appears most unlikely that the relative attraction of the more developed 
area of the Federation, and hence the relative neglect of Nyasaland, will be 
overcome except through deliberate intervention by Government. Investiga- 
tions now being undertaken by a joint committee of the Nyasaland and 
Federal Governments may result in some action being taken. But nothing 
has been done till now, and it may be that the influence of Rhodesian interests 
is too strong to permit deliberate attempts to influence the location of indus- 
try. The Jack Report points out,® in connection with the allocation of invest- 
ment between Federal and territorial services, that ‘a government respon- 
sible to an electorate has a certain vested interest in its own achievements, and 
is accordingly reluctant to agree to curb public investment in its own sphere 
of responsibility in order that another government may be given the means of 
stepping up the rate of development in its sphere.’ The influence of its 
electorate may similarly influence the Federal Government in its policy to- 
wards the location of industry, for it must be remembered that the European 
electorate, to which the Federal Government looks for support, is largely 
resident in Southern Rhodesia. 

Economic union with the Rhodesias could, however, have beneficial as 
well as detrimental effects on Nyasaland. The detrimental effect on Nyasa- 
land’s prospects in manufacturing could be offset by an increased demand for 
her agricultural produce. Southern Rhodesia’s demand for the kinds of 
agricultural commodities produced in Nyasaland will no doubt increase. 
But the consequential benefits to Nyasaland may not be very great. 

Perhaps the brightest prospect is for sugar. An official committee has 
recommended that Federal sugar requirements should be met from domestic 
production, and it is believed that the land potentially most suitable for 
growing sugar is in Nyasaland. But the availability of this land depends on 
the reclamation of the Elephant Marsh area in the Shire river valley, and 
the need for such reclamation suggests the tentative and distant nature of the 
prospect for sugar. Groundnuts are another possibility. The cultivation of 
this crop is being encouraged because of its nutritional importance for people 
whose diet is dominated by maize, and of its advantages in crop rotation. 
The demand for oilseeds by the oil expressing and stock feed industries of 
Southern Rhodesia is likely to increase. At present, however, Nyasaland’s 
high quality groundnuts are bought to an important extent by the con- 

, Chapter II, p. 28. 

; Information on this matter is given in the Jack Report, pp. 280-1. See also Com- 
mission of Inquiry into Trading Conditions and Practices, First Interim Report, C. Fed. 


129, 1959, Chapter VIII. 
3 Page 62. 
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fectionery trade, so that the advantage of increased demand for expressing 
does not appear very great. The demand for cotton, both for lint and for 
seed, may also increase, but ‘ substantial expansion of cotton growing at 
present prices is unlikely until the problems presented by diseases and pests 
are overcome ’.’ In 1958 only 12 million pounds of seed cotton were sold in 
Nyasaland compared with 22 million pounds in 1953. There is no prospect 
of increasing sales of maize. Its cultivation is conducive to soil erosion and 
it is desired to limit production to the amount required for the local con- 
sumption of this staple foodstuff. At times Nyasaland has supplied the 
Federation’s market demand for rice. But the territory has been able to do 
so only in favourable seasons, and in recent years Nyasaland’s production 
has been far too small and substantial imports of rice have been necessary. 

In fact, it is not lack of demand that has held back Nyasaland’s agricultural 
development, so that any increase in demand arising from the results of 
federation is not likely to be of major benefit to Nyasaland. Nyasaland’s 
agriculture produces commodities for which there is always a world market. 
An increased market within the Federation will benefit Nyasaland only to 
the extent that Nyasaland farmers obtain a higher return by serving a nearer 
rather than a more distant market. Their gain, in other words, consists only 
in the saving in transport costs, and as things stand now this saving is small.? 
It is not as if Nyasaland’s agriculture enjoys a protected market within the 
Federation.? The Federal tariff imposes no duties on most of the relevant 
commodities. In this respect, therefore, Nyasaland’s agriculture is in a 
fundamentally different situation from Southern Rhodesia’s manufacturing 
industries. In the light of these considerations, it does not seem probable 
that Nyasaland will enjoy any major benefits from federation through an 
increased market for the products of her agriculture. 


5. Federation and Nyasa Migrant Workers 

It has been estimated that in 1958 about 169,000 male Nyasas were 
absent from the Protectorate, and were working in other countries. Almost 
three-quarters of these (123,000) were in Southern Rhodesia, while virtually 
all the remainder were in the Union of South Africa (28,000) or Northern 
Rhodesia (19,000).4 In recent years the numbers employed in the Union of 
South Africa have been declining, while both in absolute and proportionate 
terms the numbers in Southern Rhodesia have been rising.® As we have seen, 


1 Federal Economic Report, 1959. ‘ : 

2. . . the present resi link is the lengthy one via Dondo (from whence freight 
rates to Rhodesia are on a par with those to Europe) ’. Jack Report, p. 244. ‘ 

3 The Federal Government has guaranteed to restrict imports of rice into the Federation 
so as to encourage its cultivation in Nyasaland. In 1958, however, because of inadequate 
rainfall, Nyasaland production fell far short of satisfying Rhodesian demand for rice. See 
N: land, 1958, p. 65. j ; 

Larigurcd caetes from Nyasaland, 1958, the most recent in the series of Annual Reports 
he territory (London, H.M.S.O. 1959; p. 26). ; 

a 6 Phestivare gE 123,000 Nyasas in Southern Rhodesia, quoted above, seems to be taken 

from the 1956 Census. Since then the number may well have increased: one observer has 

suggested to us that it has risen by over 10,000, so that the present total may be about 


135,000. 
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the total of Nyasa migrant workers outside the territory is roughly equal to 
the maximum number in paid employment at any time during the year 
within the territory. There can be few countries so dependent on the oppor- 
tunities open for employment outside their borders; and despite the undoubted 
social evils of migration, and the retarding effect which it may also have on 
economic development in Nyasaland, there is no doubt that a marked reduc- 
tion in the number of migrant workers would greatly worsen economic 
conditions within the territory. 

The status and conditions of Nyasa workers in the Rhodesias are at 
present regulated by the terms of the Tripartite Migrant Labour Agreement, 
which was concluded between the three territorial governments in 1947. 
The main purpose of this Agreement has been stated as: 


‘to mitigate, where possible, the economic and social evils which attend 
large-scale migration. Under its provisions the migrant worker, unless 
he is accompanied by his family, has to return home after two years 
abroad, and a monthly deduction is made from his wage. Part of this is 
paid back to him on his return in the form of deferred pay and part 
remitted by his employer to his home district, where it is paid over to 
dependants nominated by him. Provision is also made for free transport 
to Southern Rhodesia and back to Nyasaland on repatriation.’? 


The Government of Southern Rhodesia has recently given notice to the 
governments of the northern territories of its intention to terminate the 1947 
Agreement, and it is believed that negotiations are now in progress concerning 
the terms of a new agreement to replace it. 

The inflow of African workers from other territories—notably Nyasaland 
and Portuguese East Africa—has until recently been encouraged by Southern 
Rhodesian governments, because of a chronic shortage of labour in the 
territory. Thus the position of Nyasa workers was in no way affected by the 
establishment of the Federation in 1953; and as we have noted in Chapter II 
above, the fact that so many Nyasas came to work in Southern Rhodesia was 
not a serious argument for Federation. More recently, however, the situation 
has changed: for the past two years there has been a surplus rather than a 
shortage of African labour in Southern Rhodesia, at any rate in the main 
towns; and unemployment and under-employment have become apparent. 
These circumstances have led the Southern Rhodesian Government to 
impose restrictions on the entry of foreign workers, and have no doubt also 
been responsible for its decision to give notice of termination of the 1947 
Agreement.” Because of this, the fact that Nyasaland and Southern Rhodesia 
are members of the same Federation has become relevant to the status of 
Nyasa migrant workers ; and it can be argued that it is only by the maintenance 


1 Nyasaland, 1958, page 27. 

* And also for the recent decision of the official Southern Rhodesian recruiting agency 
the Rhodesian Native Labour Supply Commission, to reduce the number of recruiting 
permits for which it applies to the Nyasaland Government, and to close down its recruiting 
depots in the Central and Northern provinces of Nyasaland. 
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of the Federal connection that the unrestricted entry of Nyasas into Southern 
Rhodesia can be ensured. 

In order to assess this argument, it is necessary to consider the nature of 
the restrictions which the Southern Rhodesian Government has imposed, 
and the probability that such restrictions will be permanently or at least 
frequently operative in the future. 

The change in policy on the part of the Southern Rhodesian Government 
became apparent in the middle of 1958, with the introduction of the Foreign 
Migratory Labour Bill. The Act which followed, and which is in force at 
present, empowers the territorial Government to issue notices restricting 
the employment of foreign labour in certain towns. The position of workers 
already in employment was not immediately affected by the Act. But new or 
returning immigrants from territories outside the Federation may not seek or 
be given employment in any town to which the provisions of the Act have 
been applied.’ No attempt is made to restrict immigration into the territory, 
and foreign immigrants may seek employment outside the scheduled towns; 
but wages and conditions of employment are decidedly worse on farms and in 
small mines than in the main towns. The Act applies only to nationals of 
territories outside the Federation—in practice, this means almost entirely 
migrants from Portuguese East Africa; and it has in fact served to protect the 
interests of Nyasa workers as well as of Africans from Southern Rhodesia 
itself.? 

It seems fairly certain that only Nyasaland’s membership of the Feder- 
ation has prevented the application of the Act to Nyasa as well as to foreign 
workers. On the other hand, Federation does not necessarily provide a 
guarantee that the Act will not be extended so as to restrict Nyasas. In the 
debate on the second reading of the Bill in the Southern Rhodesian Assembly, 
the territorial Minister of Native Affairs said: 


‘Honourable members will notice that this bill which we have now 
brought forward refers only to the control of employment of Africans 
from outside the Federation. I tell the House quite frankly that in my 
opinion the time will come when it will be necessary to go beyond that.’ 


More recently, in the course of a statement made in London, the Prime 
Minister of Southern Rhodesia (Sir Edgar Whitehead) was reported as 
saying that ‘ he hoped that there would never be any need to restrict Africans 
from the other territories coming to Southern Rhodesia for work and oppor- 
tunities.’ Thus the possibility that restrictions may be extended to Nyasas 
cannot be ruled out, and Federation may not be an effective safeguard against 


1 The list of towns affected is: Salisbury, Bulawayo, Gatooma, Gwelo, Fort Victoria, 
and Que-Que. ? 

2 Had the Act been applied to Nyasas, it would have affected those who had come to 
Southern Rhodesia under the terms of the Tripartite Agreement—that is to say, those who 
would have to return to Nyasaland after they had spent two years away from the territory. 
At the time of the 1956 Census, over two-thirds of the Nyasas employed in Southern Rho- 
desia came into this category. The proportion may since have increased slightly. 

3 Southern Rhodesia Legislative Assembly Debates, Vol. 41, col. 1029. 

4 Quoted from The Guardian, November 17th, 1959. Our italics. 
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this. At the same time, it is clear that so far Federation has been a safeguard; 
and in a recent press conference in Salisbury Sir Edgar Whitehead stated 
that if Nyasaland were to leave the Federation he would enforce on Nyasas 
‘the same morning’ the restrictions which at present apply only to foreigners.? 

Whether these restrictions will continue, or whether the previous situation 
of labour shortage in Southern Rhodesia will be typical in the future as it has 
been in the past, will depend mainly on the rate of economic expansion in 
the territory. The present situation has arisen chiefly because of the recession 
which began in 1957, and which led to a fall in the demand for labour in the 
towns. A contributory factor, however, has been an unusually rapid increase 
in the number of Southern Rhodesian Africans seeking paid employment; 
and this may be attributed to the restriction of opportunities for work in the 
Union of South Africa, and to the effects of putting into operation the Native 
Land Husbandry Act. The effects of the Land Husbandry Act will continue 
to be of importance. Thus in order for restrictions to be avoidable in the 
future, the demand for labour in Southern Rhodesia must at least keep pace 
with the supply of Southern Rhodesian Africans coming forward; and this 
will itself be increasing, not only because of the normal growth of population, 
but because of the displacement of Africans from the reserves which will 
continue as the Act is applied to new areas.? A fast enough rate of expansion 
would preclude restrictions, or would enable them to be treated as a merely 
temporary expedient, to be adopted only during periods when the rate of 
growth was abnormally low.? In these circumstances, it is probable that in 
so far as restrictions were applied, they would be confined, as hitherto, to 
foreign workers, so that the Federal connection might still be of value to 
Nyasaland; but is value would be relatively small. Such a rapid rate of increase 
in the demand for labour should not be ruled out, especially in view of past 
experience, but it clearly cannot be taken for granted. If the demand grew 
more slowly, then the potential value of the Federal connection would be 
correspondingly greater. 

Two conclusions may therefore be drawn. First, Nyasaland’s membership 
of the Federation may in future be neither a necessary nor a sufficient con- 
dition for the continued free access of Nyasa workers to urban employment 
in Southern Rhodesia. It may not be a necessary condition, since a high 
rate of expansion may ensure, as it did until recently, that immigrant workers 

: A sani in the Federation News Letter, February 12th, 1960. f ; 

nless of course the Land Apportionment Act were to be drastically modified, which 
at present seems most unlikely. The number of Africans who may be affected in this way is 
naturally uncertain; but the Parliamentary Secretary to the Southern Rhodesian Ministry 
of Native Affairs recently stated that there were believed to be 102,000 families entitled to 
land under the Land Husbandry Act for whom no land would be available on the present 
basis of assessment. He also gave the estimated number of Southern Rhodesian Africans 
who would have to move into paid employment over the next five years at 250,000—which 


considerably exceeds the natural increase from ulation growth. (Cf. th rt i 
Rhodesia Herald, October 21st, 1959). ei oe Sora es 


Wier It would of course be to the advantage of non-urban employers in Southern Rhodesia 
if the restrictions became permanent; but it is most unlikely that these interests would be 


aa hf iain ees : 5 ; 
eps Dashes or the restrictions to be maintained if a labour shortage again appeared in 
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are encouraged to come to Southern Rhodesia. It may not be sufficient, 
since there is no certainty that the Federal tie will deter future Southern 
Rhodesian governments from applying restrictions to Nyasas. Second, it 
appears that in the past two years Federation has in fact been both necessary 
and sufficient to ensure free access: in its absence, restrictions might well 
have been applied to Nyasas in the past, and certainly would be applied in 
the present situation. Thus Federation seems already to have been of ad- 
vantage to Nyasaland in this respect. How great a benefit it will be in the 
future can only be guessed, but it might well prove to be of considerable 
value. 

The effect of Federation on the status of Nyasa workers seems to be the 
one tangible economic advantage which Nyasaland has so far gained from 
association with Southern Rhodesia. 


6. Conclusions 

An examination of the effect of federation on the economic development 
of Nyasaland leads to three conclusions. In the first place, it appears that the 
pace of economic growth in Nyasaland has, in fact, been somewhat slower 
since federation than in the period before 1953.1 This fact, in itself, proves 
nothing one way or the other about the effects of federation. Development 
since 1953 might have been faster without federation; equally it might have 
been slower than it actually was. Data on the course of development can tell 
us nothing about the causes. An analysis of the situation, however, shows 
that federation has had both stimulating and retarding effects on Nyasaland’s 
development. The increased public expenditures have stimulated develop- 
ment, while the economic union of Nyasaland with the more developed parts 
of the Federation has worked in the opposite direction. That is the second 
conclusion. It follows, thirdly, that the stimulus to development has not 
come equally from ‘ association with the two Rhodesias ’, as the Jack Report 
suggests. Association with Southern Rhodesia has benefited Nyasas by 
keeping open their opportunities for employment in Southern Rhodesia. 
The money transfers of the migrants must have stimulated the Nyasaland 
economy. On the other hand, the absence from the territory of so large a 
part of its potential labour force cannot have been entirely beneficial for 
development within the territory. And, as we have seen, in other ways the 
association with Southern Rhodesia has been unfavourable for Nyasaland’s 
economic development. The stimulus to development arising from the 
increased public expenditures has been, until now, solely the consequence 
of Nyasaland’s association with Northern Rhodesia.? 


7. Appendix A w Ate 
The Annual Trade Report for Nyasaland does not distinguish the 
different qualities of piece goods imported. It does, however, state the 


1 This is the conclusion of Chapter I, section 5. } 
* This conclusion arises from the analysis of the fiscal changes in Chapter III. 
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quantity as well as the value imported, and the total duty collected. It is 
therefore a simple matter, knowing the two rates of duty, to deduce the 
quantity taxed at each rate. In 1953 16.5 million yards of piece goods were 
imported from all sources. The duty levied amounted to £343,000, or 82.3 
million pence. Let x be the quantity assessed at the 3d. a yard rate, and y 
the quantity assessed at the 6d. a yard rate. Then 


3x+6y=82.3 
x+ y=16.5 
whence: 
x= 5.6 mn. yards. 
y=I0.9 mn. yards 


34 per cent of the total therefore paid duty at the 3d. a yard rate. Only 3 
per cent of imports from the United Kingdom were charged at the 3d. a 
yard rate, while 71 per cent of imports from India were assessed at that 
rate. The United Kingdom supplied 56 per cent by quantity and 63 per cent 
by value of all piece goods imports. The corresponding figures for India 
are 42 per cent and 33 per cent. 


B 

As only 3 per cent of the total piece goods imports from the United 
Kingdom was of the cheap lines, the average value of United Kingdom goods 
may be taken as that of the dear lines. The figure is 2s. 2d. a yard. Applying 
this figure to the computed quantity of imports from all countries of the 
dear lines, we obtain an estimate of the total value of imports of the dear 
lines. The difference between this estimate and the total value of imports, 
being the value of cheap imports, we divide by the quantity of the cheap 
lines imported to obtain a figure of 1s. 5d. for the average value of the cheap 
lines. These estimated average values suggest that the cheap lines paid the 
specific 13d. a yard under the original Federal tariff, compared with 3d. 
a yard under the Nyasaland tariff. The dear lines paid the 6d. a yard specific 
duty when assessed under column C, and the 2d. a yard specific rate when 
imported from the United Kingdom. 


C 

The Nyasaland tariff on these items of clothing was 25 per cent ad valorem. 
The Federal tariff on shorts under column C is 20 per cent or 2s. 6d. plus 
5d., added by an amendment of 1959. Under column D the tariff is 10 
per cent or 1s. 3d. plus 5d. The specific duty therefore applies to all garments 
with a pre-duty cost of less than 12s. 6d. The duty is then 1s. 8d. under 
column D, 1s. 6d. for imports from the Union of South Africa which ‘are 
charged column D rates less one-tenth, and’2s. 11d. for imports assessed 
under column C. The Nyasaland duty will be less than the Federal duty 
on imports from South Africa with a cost of less than 6s., on imports under 
column D costing less than 6s, 8d., and on imports under column C costing 
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less than 11s. 8d. It is certain that the duty on column C imports has risen 
sharply, and it has probably also gone up for imports charged at the column D 
and reduced column D rates. The cost of shorts was probably as little as 
2s. to 4s., so that the duty has gone up from something between 6d. and is. 
to 2s. 11d. on Indian and Colonial products. 

The Federal tariff on trousers is 20 per cent or 3s. 6d. plus 1s. under 
column C, and ro per cent or 1s. gd. plus 1s. under column D. The specific 
duty will be levied on imports with a pre-duty cost of less than 17s. 6d., and 
the duty will be 2s. 6d. at the reduced column D rate, 2s. gd. under column D, 
and 4s. 6d. under column C. The Nyasaland tariff will, therefore, have been 
less than the Federal tariff on imports from South Africa with a cost of less 
than ros., on imports assessed under column D costing less than r1s., and 
on those assessed under column C costing less than 18s. The cost of trousers 
probably varied between 8s. and 15s., so again it seems that the effective 
Federal duty is higher than the Nyasaland duty. 

The Federal duty on ready-made suits and jackets is 20 per cent plus rs. 
under column C, and 10 per cent plus 1s. under column D. The Nyasaland 
duty will therefore have been lower than the Federal duty on garments with 
pre-duty cost of less than 6s. 6d. when assessed under column D, and on 
those with a cost of less than £1 when assessed under column C. It appears 
likely that the Federal rate is lower than the Nyasaland rate for the former, 
but perhaps higher for the latter imports. 

The significance of these tariff changes must be seen in the light of both 
the total value of imports and the countries of origin. Of the total £65,000 
in the residual clothing category, 9 per cent came from Hong Kong and 
India, 23 per cent from the United Kingdom, 24 per cent from South Africa, 
and 44 per cent from Southern Rhodesia. That is, 44 per cent of the market 
was supplied from a source which is now relieved of import duty. 
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VI 
CONCLUSIONS 


We are now in a position to summarise what appear to be the main con- 
clusions of this study. Before these are stated, it must be emphasised that 
some of the conclusions themselves, or at any rate the choice of words in 
which to state them, must be regarded as matters not of fact but of judgment. 
It should also be remembered that our generalisations are historical—that is 
to say, they are based on what has occurred, or seems to have occurred, in the 
relatively short period since the Federation came into existence. While 
there is no immediate prospect of changes which would necessitate a sub- 
stantial revision of the opinions that we have come to, it would be unwise to 
assume that the economic effects of Federation on Nyasaland would remain 
much the same over a longer period. 

The main conclusions which seem to emerge are set out below under four 
principal headings. 


(1) The general economic effects of Federation: 

(a) The extent to which Federation as such has contributed to the 
economic development of the Central African territories cannot be 
precisely determined; but it is clear that the actual and potential 
benefits of Federation have been greatly exaggerated in most dis- 
cussions of this matter. Some of the economic arguments for Federa- 
tion are either invalid or unconvincing; and it is an error of judgment 
to think that economic or technical factors made the establishment of 
Federation inevitable. 

(6) So far as the effects of Federation on the rate of economic development 
of the whole Federal area can be ascertained, they appear on balance 
to have been definitely positive. The main reason for this is that the 
level of government expenditure, both on current and on capital 
account, has been higher than it would have been without Federation. 
This may be attributed to the pooling of the revenues of the three 
territories, which has meant that the proceeds of the taxes arising 
from the copper industry have accrued to the Federation as a whole, 
rather than to the Government of Northern Rhodesia alone. In 
effect, the copper revenues have been used to underwrite Federal 
loans, both for Kariba and for other purposes; whereas without 
Federation they would have reduced or eliminated any need to borrow 
on the part of the Northern Rhodesian Government. 

(c) Any effect which Federation has had on the rate of economic expansion 
over the whole Federal area must have been felt, in some degree, in 


1 A summary in almost identical terms was submitted as a memorandum of evidence to 
the Monckton Commission. 
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Nyasaland. The direct effects have probably been slight; but the 
pooling of revenues, under the present Federal fiscal arrangements, 
has the effect of making the prosperity of each of the territories more 
closely dependent on that of the others. Further, employment 
opportunities for Nyasaland workers in the Rhodesias would have 
been increased. 


(2) The redistribution of income between territorial governments: 

(a) The payments made from within Nyasaland to the Federal Govern- 
ment, mainly in the form of income tax payments and customs and 
excise duties, have been considerably less than the territory’s estimated 
receipts from the Federal Government. (These receipts comprise the 
territory’s share of Federal income-tax revenues, and that part of 
Federal current expenditure which can be regarded as benefiting 
Nyasaland). Thus the effect of the present fiscal system is to redis- 
tribute income towards Nyasaland. During the three financial years 
1956-57 to 1958-59 inclusive, the average gain to the Nyasaland 
Government may be estimated at £4 million per annum. (The figure 
given in the Jack Report for this period, of £2.75 million, is definitely 
too low). This sum, small though it is in absolute terms, is large in 
relation to the total revenues at the disposal of the Nyasaland Govern- 
ment. 

(6) The fiscal gains made by Nyasaland are one aspect of the redis- 
tribution of government revenues which has taken place at the expense 
of Northern Rhodesia. The Government of Southern Rhodesia has 
also gained appreciably up to now. Thus the gains to Nyasaland have 
so far been the result, not of Federation as such, but of association 
with Northern Rhodesia. Only if the prior assumption is made, that 
Nyasaland could only have been linked with Northern Rhodesia by 
the establishment of Federation in its present form, can it be said that 
Nyasaland’s gains are directly due to Federation. This assumption is 
political, rather than technical or economic. 

(c) If Nyasaland had in fact been associated with Northern Rhodesia 
alone, the gains referred to would almost certainly have been sub- 
stantially larger. 

(d) It cannot necessarily be concluded that if Nyasaland became a 
separate political unit again, the territorial Government would lose 
the full amount of its present fiscal gains. This would depend on the 
amount of external assistance which was made available. It would be 
unwise to draw conclusions about this from the territory’s experience 


in the years before 1953. 


(3) Public capital investment in Nyasaland: 
(a) The increase in the current revenues at the disposal of the Nyasaland 
Government, which has occurred since Federation, has been an 
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important factor in making possible a higher level of capital expendi- 
ture by the Government than would otherwise have been practicable. 
Without this improvement in the revenue position, the Nyasaland 
Government might have had to restrict its borrowings even if funds 
had been available for lending to it. 

(b) The argument that public capital investment in Nyasaland has been 
higher, because of the higher level of borrowing made possible by 
the greater credit-worthiness of the Federal as opposed to the terri- 
torial Government, cannot be accepted without qualification. In this 
context also the pre-1953 experience may be misleading, especially 
since the institution by the United Kingdom Government in 1959 of 
the system of Exchequer loans. 

(c) In so far as the higher level of borrowing and capital expenditure by the 
territorial Government can be attributed to the improvement in its 
budgetary position, it must strictly be imputed to association with 
Northern Rhodesia, rather than to Federation as such. 

(d) The Nyasaland share of total Federal Loan Account expenditure, 
over the financial year 1954-55 to 1958-59 inclusive, may be put at 
about 6 per cent. (Exclusion of expenditure on the Kariba project 
would increase the share to over 7 per cent.) Any assessment of the 
adequacy of this share must largely depend on the criteria of judgment 
which are adopted. In drawing up Federal plans for capital expendi- 
ture, there appears to be little attempt to give special consideration to 
Nyasaland because of its poverty and backwardness. 


(4) Other economic aspects of Nyasaland’s membership of the Federation: 


(a) Federation has necessarily brought about a customs union and a 
common tariff for the three territories. Experience in other countries, 
both with unitary and with federal constitutions, has shown that this 
may work to the disadvantage of those regions which are least attrac- 
tive to investors. There is reason to believe that this may be happening 
in the case of Nyasaland also. Tariff changes have been made to the 
detriment of Nyasaland consumers, and in the interests of industrial 
development in Southern Rhodesia. Further, the inability of Nyasa- 
land to adopt an independent tariff means that no protection can be 
given against competition from Southern Rhodesian industry. This 
disadvantage of Federation could be offset if the Federal Government 
were to pursue a deliberate policy of fostering industrial development 
in Nyasaland. So far, however, this has not been attempted. 

(5) Since 1958 the Government of Southern Rhodesia has restricted the 
entry of foreign labour into the principal towns of the territory. The 
extension of these restrictions to Nyasa workers would be a serious 
matter for Nyasaland. Federal citizenship has so far been a safeguard 
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against such an extension; and this may perhaps be regarded as the 


one tangible economic advantage which Nyasaland has derived from 
association with Southern Rhodesia. 
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